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Maintenance Organization Act. The revised law

omits the provision as executed. The omitted

law reads:

Art. 20A.34.  This Act shall take effect

on the first day of December, 1975.

(2)  V.T.I.C. Article 20A.35 is a

severability clause.  The revised law omits

the provision because it duplicates Section

311.032, Government Code (Code Construction

Act), applicable to the revised law, and

Section 312.013, Government Code.  Those

sections state that a provision of a statute

is severable from each other provision of the

statute that can be given effect.  The

omitted law reads:

Art. 20A.35.  If any provision of this

Act or the application thereof to any person

or circumstance is held invalid for any

reason, the invalidity shall not affect the

other provisions or any other application of

this Act which can be given effect without

the invalid provisions or application.  To

this end, all provisions of the Texas Health

Maintenance Organization Act are declared to

be severable.
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CHAPTER 844.  CERTIFICATION OF CERTAIN NONPROFIT HEALTH

CORPORATIONS

SUBCHAPTER A.  GENERAL PROVISIONS

Revised Law

Sec. 844.001.  DEFINITIONS.  In this chapter:

(1)  "Approved nonprofit health corporation" means a

nonprofit health corporation certified under Section 162.001,

Occupations Code. 

(2)  "Certificate holder" means an approved nonprofit

health corporation that holds a certificate of authority issued

under this chapter. 

(3)  "Health care plan" has the meaning assigned by

Section 843.002.

(4)  "Health maintenance organization" means a health

maintenance organization licensed under Chapter 843. (V.T.I.C.

Art. 21.52F, Secs. 1(2), (3), (4), (5).)

Source Law

Art. 21.52F 

Sec. 1.  In this article:

(2)  "Approved nonprofit health

corporation" means a nonprofit health

corporation certified under Section 5.01(a),

Medical Practice Act (Article 4495b, Vernon's

Texas Civil Statutes). 

(3)  "Certificate holder" means an

approved nonprofit health corporation that

holds a certificate of authority issued under

this article. 

(4)  "Health care plan" has the

meaning assigned by Section 2, Texas Health

Maintenance Organization Act (Section 20A.02,

Vernon's Texas Insurance Code). 

(5)  "Health maintenance

organization" means a health maintenance

organization licensed under the Texas Health

Maintenance Organization Act (Chapter 20A,

Vernon's Texas Insurance Code). 

Revisor's Note

(1)  Section 1(1), V.T.I.C. Article

21.52F, defines "applicant."  The revised law

omits that definition because its meaning is

clear from the context in which the term

appears in the revision.  The omitted law



reads:

(1)  "Applicant" means an approved

nonprofit health corporation that has filed

an application with the commissioner for

certification under this article. 

(2)  Section 1(2), V.T.I.C. Article

21.52F, refers to Section 5.01(a), Medical

Practice Act (Article 4495b, Vernon's Texas

Civil Statutes).  That statute was codified

in 1999 as Section 162.001, Occupations Code. 

The revised law is drafted accordingly. 

Revised Law

Sec. 844.002.  EXCEPTIONS.  This chapter does not apply to:

(1)  an approved nonprofit health corporation that

contracts to arrange for or provide health care services on a

fee-for-service basis;

(2)  a contract entered into by a certificate holder to

arrange for or provide health care services on a fee-for-service

basis; or

(3)  an activity exempt from regulation under Section

843.053 or 843.073.  (V.T.I.C. Art. 21.52F, Sec. 2(b).)

Source Law

(b)  This article does not apply to: 

(1)  an approved nonprofit health

corporation that contracts to arrange for or

provide health care services on a

fee-for-service basis;

(2)  contracts entered into by a

certificate holder to arrange for or provide

health care services on a fee-for-service

basis; or

(3)  an activity exempt from

regulation under Section 26(f), Texas Health

Maintenance Organization Act (Chapter 20A,

Vernon's Texas Insurance Code). 

Revised Law

Sec. 844.003.  EXCEPTIONS TO TEXAS HEALTH MAINTENANCE

ORGANIZATION ACT.  This chapter may not be construed to alter the

exceptions stated in Sections 843.053 and 843.073. (V.T.I.C.

Art. 21.52F, Sec. 2(d).)

Source Law

(d)  This article shall not be construed

to alter the exceptions set out in Section

26(f), Texas Health Maintenance Organization



Act (Chapter 20A, Vernon's Texas Insurance

Code). 

Revised Law

Sec. 844.004.  RULES.  Except as provided by Section

844.101(b), the commissioner shall adopt rules to implement this

chapter.  (V.T.I.C. Art. 21.52F, Sec. 7.) 

Source Law

Sec. 7.  Except as provided by Section

5(b) of this article, the commissioner shall

adopt rules to implement this article. 

Revised Law

Sec. 844.005.  PROVISION OF CERTAIN SERVICES ON BEHALF OF

HEALTH MAINTENANCE ORGANIZATIONS.  (a)  An approved nonprofit

health corporation may arrange for or provide health care

services on a risk-sharing or capitated risk arrangement on

behalf of a health maintenance organization. 

(b)  An approved nonprofit health corporation is not

required to obtain a certificate of authority under this chapter

or under Chapter 843 to arrange for or provide health care

services as provided by Subsection (a). (V.T.I.C. Art. 21.52F,

Sec. 2(c).)

Source Law

(c)  An approved nonprofit health

corporation may arrange for or provide health

care services on a risk-sharing or capitated

risk arrangement on behalf of a health

maintenance organization.  An approved

nonprofit health corporation acting under

this subsection is not required to obtain a

certificate of authority under this article

or under the Texas Health Maintenance

Organization Act (Chapter 20A, Vernon's Texas

Insurance Code). 

[Sections 844.006-844.050 reserved for expansion]

SUBCHAPTER B.  AUTHORITY TO ENGAGE IN BUSINESS

Revised Law

Sec. 844.051.  CERTIFICATE OF AUTHORITY REQUIRED.  An

approved nonprofit health corporation may not arrange for or

provide a health care plan to enrollees on a prepaid basis unless

the corporation holds a certificate of authority issued under

this chapter.  (V.T.I.C. Art. 21.52F, Sec. 2(a).) 



Source Law

Sec. 2.  (a)  An approved nonprofit

health corporation may arrange for or provide

a health care plan to enrollees on a prepaid

basis only if the corporation obtains and

maintains a certificate of authority issued

by the department under this article. 

Revisor's Note

(1)  Section 2(a), V.T.I.C. Article

21.52F, refers to a certificate of authority

issued "by the department" under this

chapter.  The revised law omits the quoted

language as unnecessary because only the

Texas Department of Insurance may issue a

certificate of authority under this chapter. 

(2)  Section 2(a), V.T.I.C. Article

21.52F, refers to a corporation that "obtains

and maintains" a certificate of authority. 

The revised law substitutes "holds" for

"obtains and maintains" because, in context,

"obtains and maintains" and "holds" are

synonymous and "holds" is more commonly used

in licensing statutes. 

Revised Law

Sec. 844.052.  CERTIFICATE APPLICATION; ELIGIBILITY

REQUIREMENTS.  (a)  An approved nonprofit health corporation may

apply to the department for a certificate of authority under this

chapter.

(b)  The commissioner may issue a certificate of authority

only to an applicant that:

(1)  meets the same requirements for the issuance of a

certificate of authority that a health maintenance organization

is required to meet under Chapter 843; and

(2)  establishes accreditation by:

(A)  the National Committee on Quality Assurance;

(B)  the Joint Commission on Accreditation of

Healthcare Organization's accreditation for health care networks;

or

(C)  an accrediting organization recognized by

rule of the commissioner.  (V.T.I.C. Art. 21.52F, Secs. 3, 4(a)

(part).) 

Source Law

Sec. 3.  The commissioner may issue a

certificate of authority only to an approved

nonprofit health corporation that:



(1)  meets each requirement for the

issuance of a certificate of authority as a

health maintenance organization imposed by

the Texas Health Maintenance Organization Act

(Chapter 20A, Vernon's Texas Insurance Code)

as if the approved nonprofit health

corporation were a health maintenance

organization; and

(2)  is accredited under Section 4

of this article. 

Sec. 4.  (a)  An applicant must

establish . . . accreditation by:

(1)  the National Committee on

Quality Assurance;

(2)  the Joint Commission on

Accreditation of Healthcare Organization's

accreditation for health care networks; or

(3)  an accrediting organization

recognized by rule of the commissioner. 

Revisor's Note

The revised law clarifies the procedure

by which an approved nonprofit health

corporation obtains a certificate of

authority under this chapter by stating that

a corporation may apply to the department for

a certificate of authority.  Section 3,

V.T.I.C. Article 21.52F (revised as this

section), requires an approved nonprofit

health corporation to meet the same

requirements for issuance of a certificate of

authority that a health maintenance

organization is required to meet under

Chapter 20A, revised in this code as Chapter

843.  The requirements under that chapter

include a requirement that a health

maintenance organization file with the

commissioner an application for a certificate

of authority.  See V.T.I.C. Article 20A.04,

revised in this code as Section 843.076 and

Sections 843.078-843.080.  The revised law is

drafted to clarify that the procedure for

obtaining a certificate of authority under

this chapter includes that application

requirement.

Revised Law

Sec. 844.053.  PROVISIONAL CERTIFICATE OF AUTHORITY.  The

commissioner shall grant a provisional certificate of authority



to an applicant if:

(1)  the applicant has applied for accreditation from

an accrediting organization described by Section 844.052(b)(2);

(2)  the applicant is diligently pursuing

accreditation;

(3)  the accrediting organization has not denied the

application for accreditation; and

(4)  the applicant satisfies each other requirement of

this chapter.  (V.T.I.C. Art. 21.52F, Sec. 4(b).) 

Source Law

(b)  The commissioner shall grant a

provisional certificate of authority to an

applicant if:

(1)  the applicant has applied for

accreditation;

(2)  the applicant is diligently

pursuing accreditation;

(3)  the accrediting organization

has not denied the accreditation; and

(4)  all other requirements of this

article are satisfied. 

Revised Law

Sec. 844.054.  POWERS AND DUTIES OF CERTIFICATE HOLDER.  (a) 

A certificate holder has all the powers granted to and duties

imposed on a health maintenance organization under the insurance

laws of this state, including Chapter 843, and is subject to

regulation and regulatory enforcement under those laws in the

same manner as a health maintenance organization. 

(b)  A certificate holder shall maintain accreditation as

described by Section 844.052(b)(2).  (V.T.I.C. Art. 21.52F, Secs.

4(a) (part), 6.) 

Source Law

Sec. 4.  (a)  . . . a certificate holder

must maintain [accreditation by:

(1)  the National Committee on

Quality Assurance;

(2)  the Joint Commission on

Accreditation of Healthcare Organization's

accreditation for health care networks; or

(3)  an accrediting organization

recognized by rule of the commissioner.]

Sec. 6.  A certificate holder has all

the powers granted to and duties imposed on a

health maintenance organization under the



Texas Health Maintenance Organization Act

(Chapter 20A, Vernon's Texas Insurance Code)

and the insurance laws of this state, and is

subject to regulation and regulatory

enforcement under those laws in the same

manner as a health maintenance organization. 

[Sections 844.055-844.100 reserved for expansion]

SUBCHAPTER C.  PROHIBITED CONDUCT

Revised Law

Sec. 844.101.  UNFAIR COMPETITION.  (a)  A certificate

holder may not engage in unfair and disruptive provider hiring or

contracting practices for the purpose of limiting competition

from traditional community providers. 

(b)  The Texas State Board of Medical Examiners shall adopt

rules to implement this section.  (V.T.I.C. Art. 21.52F, Sec. 5.) 

Source Law

Sec. 5.  (a)  A certificate holder may

not engage in unfair and disruptive provider

hiring or contracting practices, the purpose

of which is to limit competition from

traditional community providers. 

(b)  The Texas State Board of Medical

Examiners shall adopt rules to implement this

section. 
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CHAPTER 845.  STATEWIDE RURAL HEALTH CARE SYSTEM

SUBCHAPTER A.  GENERAL PROVISIONS

Revised Law

Sec. 845.001.  SHORT TITLE.  This chapter may be cited as

the Statewide Rural Health Care System Act.  (V.T.I.C.

Art. 20C.01.) 

Source Law

Art. 20C.01.  This chapter may be cited

as the Statewide Rural Health Care System

Act. 

Revised Law

Sec. 845.002.  DEFINITIONS.  In this chapter:

(1)  "Board" means the board of directors of the

system. 

(2)  "Enrollee" means an individual entitled to receive

health care services through a health care plan arranged for or

provided by the system. 

(3)  "Health care services" has the meaning assigned by

Section 843.002. 

(4)  "Hospital provider" means a county hospital,

county hospital authority, hospital district, municipal hospital,

or municipal hospital authority. 

(5)  "Local health care provider" means:

(A)  a person licensed, registered, or certified

as a health care practitioner in this state who resides or

practices in a rural area in which the person provides health



care services; or

(B)  a general or specialty hospital that is not a

hospital provider under this chapter. 

(6)  "Participating hospital provider" means a hospital

provider that participates in the system. 

(7)  "Person" means an individual, professional

association, professional corporation, partnership, limited

liability corporation, limited liability partnership, or

nonprofit corporation, including a nonprofit corporation

certified under Section 162.001, Occupations Code.

(8)  "Rural area" means:

(A)  a county with a population of 50,000 or less;

(B)  an area that is not delineated as an

urbanized area by the United States Bureau of the Census; or

(C)  any other area designated as rural by a rule

adopted by the commissioner, subject to Section 845.003. 

(9)  "System" means the statewide rural health care

system established under this chapter. 

(10)  "Territorial jurisdiction" means the geographical

area in which a participating hospital provider is obligated by

law to provide health care services.  (V.T.I.C. Art. 20C.02,

Subsec. (a).) 

Source Law

Art. 20C.02.  (a)  In this chapter:

(1)  "Board" means the board of

directors of the system. 

(2)  "Enrollee" means an individual

entitled to receive health care services

through a health care plan arranged for or

provided by the system. 

(3)  "Health care services" has the

meaning assigned by Section 2, Texas Health

Maintenance Organization Act (Article 20A.02,

Vernon's Texas Insurance Code). 

(4)  "Hospital provider" means a

county hospital, county hospital authority,

hospital district, municipal hospital, or

municipal hospital authority. 

(5)  "Local health care provider"

means:

(A)  a person licensed,

registered, or certified as a health care

practitioner in this state who resides in or

practices in a rural area in which the person

provides health care services; or

(B)  a general or specialty

hospital that is not a hospital provider



under this chapter. 

(6)  "Participating provider" means

a hospital provider that participates in the

system. 

(7)  "Person" means an individual,

professional association, professional

corporation, partnership, limited liability

corporation, limited liability partnership,

or nonprofit corporation, including a

nonprofit corporation created under Section

5.01(a), Medical Practice Act (Article 4495b,

Vernon's Texas Civil Statutes). 

(8)  "Rural area" means:

(A)  a county with a

population of 50,000 or less;

(B)  an area that is not

delineated as an urbanized area by the

federal census bureau; or

(C)  any other area designated

as rural by rules adopted by the

commissioner, subject to Subsection (b) of

this article. 

(9)  "System" means the statewide

rural health care system established by this

chapter. 

(10)  "Territorial jurisdiction"

means the geographical area in which a

participating provider is obligated by law to

provide health care services. 

Revisor's Note

Subsection (a)(7), V.T.I.C. Article

20C.02, refers to a nonprofit corporation

created under Section 5.01(a), Medical

Practice Act (Article 4495b, Vernon's Texas

Civil Statutes).  The revised law refers

instead to a nonprofit corporation certified

under that statute because that statute

provides for the certification of nonprofit

organizations already created under the Texas

Non-Profit Corporation Act.  In addition,

Section 5.01(a), V.A.C.S. Article 4495b, was

codified in 1999 as Section 162.001,

Occupations Code.  The revised law is drafted

accordingly.

Revised Law

Sec. 845.003.  RURAL AREA DESIGNATION. In determining

whether to designate an area as a rural area under this chapter,



the commissioner shall consider any area that is delineated as an

urbanized area by the United States Bureau of the Census and:

(1)  is contiguous with and not more than 10 miles away

from a rural area described by Section 845.002(8)(A) or (B);

(2)  is sparsely populated, compared to areas within a

10-mile radius that are delineated as urbanized areas by the

United States Bureau of the Census;

(3)  has not increased in population in any single

calendar year in the seven years before the commissioner makes

the designation; and

(4)  in which emergency or primary care services:

(A)  are limited or unavailable in accordance with

network access standards imposed by the commissioner under

Chapters 20A and 843; and

(B)  would be made materially more accessible by

allowing access to care in a contiguous area that is otherwise

eligible to participate in the system.  (V.T.I.C. Art. 20C.02,

Subsec. (b).) 

Source Law

(b)  In designating rural areas under

Subsection (a)(8) of this article, the

commissioner shall consider any area that is

delineated as an urbanized area by the

federal census bureau and:

(1)  is contiguous with and not

more than 10 miles away from a rural area

described by Subsection (a)(8)(A) or (B) of

this section;

(2)  is sparsely populated,

compared to areas within a 10-mile radius

that are delineated as urbanized areas by the

federal census bureau;

(3)  has not increased in

population in any single calendar year in the

seven years before the commissioner makes the

designation; and

(4)  in which emergency or primary

care services are limited or unavailable in

accordance with network access standards

imposed by the commissioner under the Texas

Health Maintenance Organization Act (Chapter

20A, Vernon's Texas Insurance Code) and in

which those services would be made materially

more accessible by allowing access to care in

a contiguous area that is eligible to

participate in the system. 



Revised Law

Sec. 845.004.  RULES.  The commissioner shall adopt rules as

necessary to implement this chapter.  (V.T.I.C. Art. 20C.15.) 

Source Law

Art. 20C.15.  The commissioner shall

adopt rules as necessary to implement this

chapter. 

[Sections 845.005-845.050 reserved for expansion]

SUBCHAPTER B.  SYSTEM

Revised Law

Sec. 845.051.  STATEWIDE RURAL HEALTH CARE SYSTEM.  The

commissioner shall designate a single organization as the

statewide rural health care system to arrange for or provide

health care services to enrollees who reside in rural areas. 

(V.T.I.C. Art. 20C.03; Art. 20C.04, Subsec. (a).) 

Source Law

Art. 20C.03.  The statewide rural health

care system is established to arrange for or

provide health care services to enrollees who

reside in rural areas. 

Art. 20C.04.  (a)  The commissioner

shall designate as the system one

organization created under Article 20C.05 of

this code. 

Revisor's Note

V.T.I.C. Article 20C.03 provides for the

establishment of the statewide rural health

care system.  The revised law omits this

provision as executed.

Revised Law

Sec. 845.052.  ORGANIZATION REQUIREMENTS.  The system must:

(1)  be a corporation organized under the Texas

Non-Profit Corporation Act (Article 1396-1.01 et seq., Vernon's

Texas Civil Statutes); and

(2)  consist of a combination of two or more hospital

providers, each of which:

(A)  is a member of the corporation; and

(B)  is located in a rural area.  (V.T.I.C.

Art. 20C.05, Subsec. (a).) 

Source Law

Art. 20C.05.  (a)  The system must be:

(1)  a corporation organized under



the Texas Non-Profit Corporation Act (Article

1396-1.01 et seq., Vernon's Texas Civil

Statutes); and

(2)  composed of a combination of

two or more hospital providers that are

members of the corporation and that are

located in a rural area. 

Revised Law

Sec. 845.053.  APPLICATION OF TEXAS HEALTH MAINTENANCE

ORGANIZATION ACT. (a)  Except as otherwise provided by this

section, if the system arranges for or provides health care

services to enrollees in exchange for a predetermined payment per

enrollee on a prepaid basis, the system must obtain a certificate

of authority under Chapter 843 and meet each requirement imposed

by that chapter.

(b)  The commissioner by rule may provide exceptions to the

application to the system of provisions of Chapter 20A or 843

that relate to mileage, distance, and network adequacy and scope.

(c)  The system may fulfill the reserve requirements under

Chapter 843 by purchasing reinsurance from insurance companies

approved for that purpose by the commissioner.  (V.T.I.C.

Art. 20C.04, Subsecs. (b), (c), (d).)

Source Law

(b)  Except as provided by Subsection

(c) of this article, if the system arranges

for or provides health care services to

enrollees in exchange for a predetermined

payment per enrollee on a prepaid basis, the

system must obtain a certificate of authority

under, and meet each requirement imposed by,

the Texas Health Maintenance Organization Act

(Chapter 20A, Vernon's Texas Insurance Code),

as if the organization were a person under

the Act. 

(c)  If the system seeks a certificate

of authority under the Texas Health

Maintenance Organization Act (Chapter 20A,

Vernon's Texas Insurance Code), the

commissioner by rule may provide exceptions

to the application of provisions of the Texas

Health Maintenance Organization Act (Chapter

20A, Vernon's Texas Insurance Code) relating

to mileage, distance, and network adequacy

and scope. 

(d)  If the system seeks a certificate

of authority under the Texas Health



Maintenance Organization Act (Chapter 20A,

Vernon's Texas Insurance Code), the system

shall meet all reserve requirements required

by the commissioner under the Texas Health

Maintenance Organization Act (Chapter 20A,

Vernon's Texas Insurance Code).  The system

may fulfill the requirements of this

subsection through the purchase of

reinsurance from insurance companies approved

for that purpose by the commissioner. 

Revisor's Note

(1)  Subsection (b), V.T.I.C. Article

20C.04, requires the statewide rural health

care system under certain circumstances to

meet each requirement of the Texas Health

Maintenance Organization Act "as if the

organization were a person under the Act." 

The revised law omits the quoted language as

unnecessary because the term "person" as it

is used under the Texas Health Maintenance

Organization Act includes any legal entity

and specifically includes the system.

(2)  Subsection (d), V.T.I.C. Article

20C.04, states that "[i]f the system seeks a

certificate of authority under the Texas

Health Maintenance Organization Act (Chapter

20A, Vernon's Texas Insurance Code), the

system shall meet all reserve requirements

required by the commissioner under the Texas

Health Maintenance Organization Act (Chapter

20A, Vernon's Texas Insurance Code)."  The

revised law omits the quoted language because

it is redundant of Subsection (b), V.T.I.C.

Article 20C.04, which requires the system to

meet each requirement of the Texas Health

Maintenance Organization Act (revised as

Chapter 843 of this code) to obtain a

certificate of authority under the Act. 

These requirements include the reserve

requirements under the Act. 

Revised Law

Sec. 845.054.  LOCAL GOVERNMENT.  (a)  The system is:

(1)  a unit of local government that is a governmental

unit for purposes of Chapter 101, Civil Practice and Remedies

Code; and

(2)  a local government for purposes of Chapter 102,

Civil Practice and Remedies Code. 



(b)  The system may enter into interlocal cooperation

contracts under Chapter 791, Government Code, and is a local

government for purposes of that chapter.  (V.T.I.C. Art. 20C.05,

Subsecs. (b), (c).) 

Source Law

(b)  The system is: 

(1)  a unit of local government

that is a governmental unit for purposes of

Chapter 101, Civil Practice and Remedies

Code; and

(2)  a local government for

purposes of Chapter 102, Civil Practice and

Remedies Code. 

(c)  The system may enter into

interlocal cooperation contracts under

Chapter 791, Government Code, and is a local

government for purposes of that chapter. 

Revised Law

Sec. 845.055.  PROVISION OF ADMINISTRATIVE AND HEALTH CARE

SERVICES.  (a)  The system shall contract with or otherwise

arrange for local health care provider networks composed of not

more than 19 counties to deliver health care services to

enrollees residing in the rural areas of the territorial

jurisdiction of the participating hospital providers.

(b)  If the local health care provider networks under

contract or arrangement with the system as provided by Subsection

(a) are unable to provide the type and quality of health care

services required by the enrollees, the system may contract with

health care practitioners who are not local health care

providers. 

(c)  The system may:

(1)  enter into a contract or joint venture to provide

administrative services under this chapter;

(2)  enter into an intergovernmental or interlocal

agreement; or

(3)  provide technical assistance and management

services to local health care providers as necessary to deliver

health care services.  (V.T.I.C. Art. 20C.11, Subsecs. (b), (c),

(d); Art. 20C.12, Subsecs. (b), (c).) 

Source Law

[Art. 20C.11] 

(b)  The system may enter into contracts

or joint ventures to provide administrative

services under this chapter. 

(c)  The system may enter into



intergovernmental and interlocal agreements. 

(d)  The system may provide technical

assistance and management services to local

health care providers as necessary to deliver

health care services. 

[Art. 20C.12]

(b)  The system shall contract with or

otherwise arrange for local health care

providers to deliver health care services to

enrollees residing in the rural areas of the

territorial jurisdiction of the participants. 

If those local health care providers are

unable to provide the type and quality of

services needed by the enrollees, the system

may contract with health care practitioners

who are not local health care providers. 

(c)  In contracting with or otherwise

arranging for local health care providers to

deliver health care services to rural

enrollees, the system may contract only with

local health care provider networks that are

composed of not more than 19 counties. 

Revised Law

Sec. 845.056.  GIFTS AND GRANTS.  The system may accept

gifts or grants of money or property to provide programs and

services.  (V.T.I.C. Art. 20C.13.) 

Source Law

Art. 20C.13.  The system may accept

gifts and grants of money, personal property,

and real property to use in the provision of

the system's programs and services. 

Revisor's Note

V.T.I.C. Article 20C.13 refers to gifts

and grants of "personal property" and "real

property."  The revised law refers to gifts

and grants of "property" because under

Section 311.005(4), Government Code (Code

Construction Act), "property" includes both

real and personal property.  That definition

applies to the revised law. 

Revised Law

Sec. 845.057.  LIMITATION ON AUTHORITY OF PARTICIPATING

HOSPITAL PROVIDERS.  The participating hospital providers may

exercise only the authority provided by Sections 845.058,



845.101, and 845.103. (V.T.I.C. Art. 20C.10, Subsec. (a) (part).) 

Source Law

Art. 20C.10.  (a)  The powers of the

participating providers are limited to:

[(1)  the election, by a majority

vote of the governing bodies of the

participating providers, of the six members

of the board of directors of the system to be

appointed by the combined participating

providers under Article 20C.06(b) of this

code;

(2)  the authorization by a

two-thirds vote of the sale of the system or

substantially all of the assets of the

system; and

(3)  the removal by a two-thirds

vote of any member of the board who was

appointed by the participating providers.] 

Revised Law

Sec. 845.058.  SALE OR DISSOLUTION OF SYSTEM.  (a)  The

participating hospital providers may authorize, by a two-thirds

vote, the sale of the system or substantially all of the assets

of the system. 

(b)  Except as otherwise provided by law, on the sale or

dissolution of the system or the sale of substantially all of the

assets of the system, the net revenue shall be distributed

equally to the participating hospital providers after payment of

any outstanding liabilities incurred by the system.  (V.T.I.C.

Art. 20C.10, Subsecs. (a) (part), (b).) 

Source Law

[(a)  The powers of the participating

providers are limited to:]

. . .

(2)  the authorization by a

two-thirds vote of the sale of the system or

substantially all of the assets of the

system; and

. . . .

(b)  Except as otherwise provided by

law, in the event of the sale or dissolution

of the system or substantially all of the

assets of the system, the net revenue shall

be redistributed on an equal basis to the

participating providers after payment of any

outstanding debts, liabilities, or other



obligations incurred by the system. 

Revisor's Note

Subsection (b), V.T.I.C. Article 20C.10,

refers to "debts, liabilities, or other

obligations" of the statewide rural health

care system.  The references to "debts" and

"obligations" are omitted from the revised

law because the meaning of each of those

terms is included in the meaning of

"liabilities." 

[Sections 845.059-845.100 reserved for expansion]

SUBCHAPTER C. BOARD OF DIRECTORS

Revised Law

Sec. 845.101.  APPOINTMENT OF BOARD. (a)  The system is

governed by a board of directors that consists of 18 members. 

Notwithstanding the Texas Non-Profit Corporation Act (Article

1396-1.01 et seq., Vernon's Texas Civil Statutes), appointments

to the board shall be made as provided by this section. 

(b)  The participating hospital providers shall elect, by a

majority vote of the governing bodies of the participating

hospital providers, six members who represent the participating

hospital providers.

(c)  The governor shall appoint:

(1)  six members who reside in the territorial

jurisdictions of the participating hospital providers, including:

(A)  two members who represent employers;

(B)  two members who are local government

officials; and

(C)  two members who are consumers of health care

services; and

(2)  six members who are licensed physicians who reside

and practice in the territorial jurisdictions of the

participating hospital providers, including at least three

members who perform the general practice of medicine as their

professional practice. 

(d)  The governor shall make appointments to the board under

Subsection (c) in a manner that provides representation for the

territorial jurisdictions of all participating hospital

providers.  (V.T.I.C. Art. 20C.06; Art. 20C.10, Subsec. (a)

(part).) 

Source Law

Art. 20C.06.  (a)  The system is

governed by a board of directors composed of

18 members.  Notwithstanding the Texas

Non-Profit Corporation Act (Article 1396-1.01

et seq., Vernon's Texas Civil Statutes), the



board of directors is selected as provided by

this chapter. 

(b)  The participating providers shall

appoint as representatives of the

participating providers six directors

selected in the manner provided by Article

20C.10 of this code. 

(c)  The governor shall appoint six

directors from persons residing in the

territorial jurisdictions of the

participating providers, including:

(1)  two persons who represent

employers;

(2)  two persons who are local

government officials; and

(3)  two persons who are consumers

of health care services. 

(d)  In addition to the directors

appointed under Subsection (c) of this

article, the governor shall appoint six

directors from among licensed physicians who

reside and practice in the territorial

jurisdictions of the participating providers. 

At least three of the physicians appointed

under this subsection must perform as their

professional practice the general practice of

medicine. 

(e)  Directors appointed under

Subsection (c) or (d) of this article shall

be appointed in such a manner as to represent

the territorial jurisdictions of all

participating providers. 

Art. 20C.10.  [(a)  The powers of the

participating providers are limited to:]

(1)  the election, by a majority

vote of the governing bodies of the

participating providers, of the six members

of the board of directors of the system to be

appointed by the combined participating

providers under Article 20C.06(b) of this

code;

. . . .

Revised Law

Sec. 845.102.  TERMS; VACANCY.  (a)  Members of the board

serve staggered six-year terms.  The terms of six members expire

December 1 of each even-numbered year. 



(b)  A person may not be appointed to serve consecutive

terms. 

(c)  A person may be appointed to serve a nonconsecutive

term if the person left the board at the expiration of the

person's previous term. 

(d)  If a vacancy occurs during a member's term, the same

entity that appointed the member shall appoint a replacement to

fill the unexpired term.  (V.T.I.C. Art. 20C.07.) 

Source Law

Art. 20C.07.  (a)  The members of the

board serve staggered six-year terms, with

the terms of six members expiring December 1

of each even-numbered year. 

(b)  A member of the board may not serve

consecutive terms.  A person who has served

as a member and has left the board at the

expiration of the person's term is eligible

for consideration for appointment to the

board for a nonconsecutive term. 

(c)  A vacancy on the board is filled

for the remainder of the unexpired term by

appointment by the same entity that appointed

the director vacating the position. 

Revised Law

Sec. 845.103.  REMOVAL OF CERTAIN BOARD MEMBERS. The

participating hospital providers may remove, by a two-thirds

vote, any member of the board elected by the participating

hospital providers under Section 845.101(b).  (V.T.I.C.

Art. 20C.10, Subsec. (a) (part).) 

Source Law

[(a)  The powers of the participating

providers are limited to:] 

. . .

(3)  the removal by a two-thirds

vote of any member of the board who was

appointed by the participating providers.

Revised Law

Sec. 845.104.  BOARD DUTIES.  The board shall:

(1)  administer the system;

(2)  adopt policies and procedures for the system that

are consistent with the purposes of this chapter; and

(3)  adopt rules for the holding of regular and special

meetings.  (V.T.I.C. Art. 20C.08, Subsec. (a) (part);

Art. 20C.09, Subsec. (a).) 



Source Law

Art. 20C.08.  (a)  The board shall

administer the system and shall adopt

policies and procedures for the system that

are consistent with the purposes of this

chapter. . . . 

Art. 20C.09.  (a)  The board shall adopt

rules for the holding of regular and special

meetings. 

Revised Law

Sec. 845.105.  RULES RELATING TO ADMINISTRATIVE AND HEALTH

CARE SERVICES.  The board may adopt rules to regulate the

provision of administrative services and health care services by

the system. (V.T.I.C. Art. 20C.11, Subsec. (a); Art. 20C.12,

Subsec. (a).) 

Source Law

Art. 20C.11.  (a)  The board may adopt

rules regarding the provision of

administrative services by the system. 

Art. 20C.12.  (a)  The board may adopt

rules to regulate the provision of health

care services by the system. 

Revised Law

Sec. 845.106.  OFFICERS.  The board may elect officers as it

considers appropriate.  (V.T.I.C. Art. 20C.08, Subsec. (a)

(part).) 

Source Law

(a)  . . .  The board may elect officers

as it considers appropriate. 

Revised Law

Sec. 845.107.  EXECUTIVE COMMITTEE.  (a)  The board may

appoint an executive committee as determined by the board to be

useful in conducting the business of the board. 

(b)  The board may delegate to the executive committee any

responsibility considered reasonable by the board. 

(c)  An executive committee appointed under this section

must consist of:

(1)  two members who represent the participating

hospital providers;

(2)  two members who are community representatives,



including employers, local government officials, or consumers of

health care services; and

(3)  two members who meet the requirements of Section

845.101(c)(2).  (V.T.I.C. Art. 20C.08, Subsecs. (b), (c).) 

Source Law

(b)  The board may appoint an executive

committee as determined by the board to be

useful in conducting the business of the

board.  The board may delegate to the

executive committee any responsibility

considered reasonable by the board. 

(c)  An executive committee appointed

under this article must be composed of six

members, as follows:

(1)  two representatives of the

participating providers;

(2)  two persons who are community

representatives, including employers, local

government officials, or consumers of health

care services; and

(3)  two physicians who meet the

requirements adopted under Article 20C.06(d)

of this code. 

Revised Law

Sec. 845.108.  ADMINISTRATIVE SERVICES; PERSONNEL.  (a)  The

board may, by majority vote:

(1)  contract for administrative services; or

(2)  hire an executive director, a consultant, an

attorney or other professional, or other staff as necessary to

perform the duties of the system. 

(b)  If the board hires an executive director for the

system, the board shall delegate to the executive director the

authority to hire staff for the system and may delegate to the

executive director other duties determined by the board to be

appropriate.  (V.T.I.C. Art. 20C.08, Subsecs. (d), (e).) 

Source Law

(d)  On a majority vote, the board may:

(1)  contract for administrative

services; or

(2)  hire an executive director,

consultants, attorneys and other

professionals, and other staff as necessary

to implement the duties of the system. 

(e)  If the board hires an executive

director for the system, the board shall



delegate to the executive director the

authority to hire staff for the system and

may delegate to the executive director other

duties determined to be appropriate by the

board. 

Revised Law

Sec. 845.109.  ADVISORY COMMITTEES.  (a)  The board may

appoint a health care services advisory committee.  The advisory

committee must include members who represent rural, urban, and

educational groups and organizations.  The advisory committee, as

directed by the board, shall meet and advise the board on any

matter. 

(b)  The board may appoint other advisory committees as

determined by the board to be appropriate. 

(c)  A member of an advisory committee appointed under this

section is not entitled to compensation for service on the

committee.  (V.T.I.C. Art. 20C.08, Subsecs. (f), (g), (h).) 

Source Law

(f)  The board may appoint an advisory

committee to represent health care services,

including representatives of rural, urban,

and educational groups and organizations. 

The advisory committee shall meet at the will

of the board and advise the board on any

matters as directed by the board. 

(g)  In addition to the advisory

committee appointed under Subsection (f) of

this article, the board may appoint other

advisory committees as determined to be

appropriate by the board. 

(h)  A member of an advisory committee

appointed under this article is not entitled

to compensation for service on the committee. 

Revised Law

Sec. 845.110.  OPEN MEETINGS AND RECORDS REQUIREMENTS.  (a) 

Meetings of the board are open to the public in accordance with

Chapter 551, Government Code.  This subsection does not require

the board to conduct an open meeting to deliberate:

(1)  pricing or financial planning information relating

to a bid or negotiation for arranging or providing services or

product lines to another person if disclosure of the information

would give the advantage to competitors;

(2)  information relating to a proposed new service,

product line, or marketing strategy;

(3)  patient information made confidential under



Chapter 159, Occupations Code, or Subchapter G, Chapter 241,

Health and Safety Code; or

(4)  information that relates to the credentialing of

physicians or to peer review and that is made confidential under

Subchapter A, Chapter 160, Occupations Code, or Subchapter G,

Chapter 241, Health and Safety Code. 

(b)  The board shall keep a record of its proceedings in

accordance with Chapter 551, Government Code.  (V.T.I.C.

Art. 20C.09, Subsecs. (b), (c).) 

Source Law

(b)  Meetings of the board are open to

the public in accordance with Chapter 551,

Government Code.  This subsection does not

require the board to conduct an open meeting

to deliberate:

(1)  pricing or financial planning

information relating to a bid or negotiation

for arranging or providing services or

product lines to another person if disclosure

of the information would give the advantage

to competitors;

(2)  information relating to a

proposed new service, product line, or

marketing strategy;

(3)  patient information made

confidential under Section 5.08, Medical

Practice Act (Article 4495b, Vernon's Texas

Civil Statutes), or Subchapter G, Chapter

241, Health and Safety Code; or

(4)  information relating to the

credentialing of physicians or peer review

made confidential under Section 5.06, Medical

Practice Act (Article 4495b, Vernon's Texas

Civil Statutes), or Subchapter G, Chapter

241, Health and Safety Code. 

(c)  The board shall keep a record of

its proceedings in accordance with Chapter

551, Government Code. 

Revisor's Note

Subsection (b), V.T.I.C. Article 20C.09,

refers to Sections 5.06 and 5.08, Medical

Practice Act (Article 4495b, Vernon's Texas

Civil Statutes).  Those statutes were

codified in 1999 as Subchapter A, Chapter

160, Occupations Code, and Chapter 159,

Occupations Code, respectively.  The revised



law is drafted accordingly. 

[Sections 845.111-845.150 reserved for expansion]

SUBCHAPTER D.  STATE MANAGED CARE CONTRACTS

Revised Law

Sec. 845.151.  CONTRACT AWARD.  To the extent consistent

with federal law, the state shall award to the system at least

one of the state managed care contracts that are awarded to

provide health care services to beneficiaries of the medical

assistance program under Chapter 32, Human Resources Code, in the

rural areas of the territorial jurisdiction of the participating

hospital providers.  (V.T.I.C. Art. 20C.14, Subsec. (a).) 

Source Law

Art. 20C.14.  (a)  To the extent

consistent with federal law, the state shall

award to the system at least one of any state

managed care contracts awarded to provide

health care services to beneficiaries of the

Texas Medical Assistance Program under

Chapter 32, Human Resources Code, in the

rural areas within the territorial

jurisdiction of the participating providers. 

Revised Law

Sec. 845.152.  PARTICIPATION REQUIREMENT.  As a requirement

of participation in a state contract awarded under Section

845.151, the system must satisfactorily address the

qualifications for arranging to provide health care services to

beneficiaries of certain governmental health care programs as

delineated in the contractor's request for proposal, including:

(1)  readiness reviews and adequacy of credentialing,

medical management, quality assurance, claims payment,

information management, provider and patient education, and

complaint and grievance procedures; and

(2)  adequacy of physician and provider networks,

including factors such as diversity, geographic accessibility,

inclusion of physicians and other providers that have furnished a

significant amount of Medicaid or charity care to beneficiaries,

and tertiary and subspecialty services.  (V.T.I.C. Art. 20C.14,

Subsec. (b).) 

Source Law

(b)  As a requirement of participation

in any state contract, the system must

satisfactorily address the qualifications for

arranging to provide health care services to

beneficiaries of certain governmental health

care programs as delineated in the



contractor's request for proposal, including:

(1)  readiness reviews and adequacy

of credentialing, medical management, quality

assurance, claims payment, information

management, provider and patient education,

and complaint and grievance procedures; and

(2)  adequacy of physician and

provider networks, including such factors as

diversity, geographic accessibility,

inclusion of physicians and other providers

that have furnished a significant amount of

Medicaid or charity care to beneficiaries,

and tertiary and subspecialty services. 

Revised Law

Sec. 845.153.  REIMBURSEMENT AT STATE-DEFINED CAPITATION

RATE.  (a)  To the extent the system operates under a certificate

of authority issued under Chapter 843, the Medicaid contracting

agency shall reimburse the system at the state-defined capitation

rate for each service area in which the system operates.

(b)  The system is not required as a condition of

participation in a state contract awarded under Section 845.151

to accept from the Medicaid contracting agency a capitation rate

that is lower than the state-defined capitation rate for each

service area in which the system operates.  (V.T.I.C.

Art. 20C.14, Subsecs. (c), (d).) 

Source Law

(c)  To the extent the system operates

under a certificate of authority issued under

the Texas Health Maintenance Organization Act

(Chapter 20A, Vernon's Texas Insurance Code),

the system shall be reimbursed by the

Medicaid contracting agency at the

state-defined capitation rate for each

service area in which the system operates. 

(d)  It is not a condition of

participation for the system to accept from

the Medicaid contracting agency a capitation

rate which is lower than the state-defined

capitation rate for each service area in

which the system operates. 

Revised Law

Sec. 845.154.  RIGHT OF STATE TO CANCEL CONTRACT ON SALE OR

DISSOLUTION.  The state may cancel a contract awarded under this

subchapter if the system is sold or dissolved.  (V.T.I.C.

Art. 20C.14, Subsec. (e).) 



Source Law

(e)  The state retains the right to

cancel a contract awarded under this article

if the system is sold or dissolved. 
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CHAPTER 846.  MULTIPLE EMPLOYER WELFARE ARRANGEMENTS

SUBCHAPTER A.  GENERAL PROVISIONS

Revised Law

Sec. 846.001.  DEFINITIONS. In this chapter:

(1)  "Board" means the board of trustees or directors,

as applicable, of a multiple employer welfare arrangement.

(2)  "Employee welfare benefit plan" has the meaning

assigned by Section 3(1) of the Employee Retirement Income

Security Act of 1974 (29 U.S.C. Section 1002(1)).

(3)  "Health benefit plan" includes any plan that

provides benefits for health care services. The term does not

include:

(A)  accident-only or disability income insurance

coverage, or a combination of accident-only and disability income

insurance coverage;

(B)  credit-only insurance coverage;

(C)  disability insurance;

(D)  coverage for a specified disease or illness;

(E)  Medicare services under a federal contract;

(F)  Medicare supplement and Medicare Select

policies regulated in accordance with federal law;

(G)  long-term care coverage or benefits, nursing

home care coverage or benefits, home health care coverage or

benefits, community-based care coverage or benefits, or any

combination of those coverages or benefits;

(H)  coverage that provides limited-scope dental

or vision benefits;

(I)  coverage provided by a single service health

maintenance organization;

(J)  workers' compensation insurance coverage or

similar insurance coverage;

(K)  coverage provided through a jointly managed

trust authorized under 29 U.S.C. Section 141 et seq. that

contains a plan of benefits for employees that is negotiated in a

collective bargaining agreement governing wages, hours, and

working conditions of the employees that is authorized under 29

U.S.C. Section 157;

(L)  hospital indemnity or other fixed indemnity

insurance coverage;

(M)  reinsurance contracts issued on a stop-loss,

quota-share, or similar basis;

(N)  short-term major medical contracts;

(O)  liability insurance coverage, including

general liability insurance coverage and automobile liability

insurance coverage;

(P)  coverage issued as a supplement to liability

insurance coverage;

(Q)  automobile medical payment insurance



coverage;

(R)  coverage for on-site medical clinics;

(S)  coverage that provides other limited benefits

specified by federal regulations; or

(T)  other coverage that is:

(i)  similar to the coverage described by

this subdivision under which benefits for medical care are

secondary or incidental to other coverage benefits; and

(ii)  specified in federal regulations.

(4)  "Health status related factor" means:

(A)  health status;            

(B)  medical condition, including both physical

and mental illness;

(C)  claims experience;

(D)  receipt of health care;

(E)  medical history;

(F)  genetic information;

(G)  evidence of insurability, including

conditions arising out of acts of family violence; and

(H)  disability.

(5)  "Multiple employer welfare arrangement" has the

meaning assigned by Section 3(40) of the Employee Retirement

Income Security Act of 1974 (29 U.S.C. Section 1002(40)).

(6)  "Organizational document" means the articles,

bylaws, agreements, trusts, or other documents or instruments

describing the rights and obligations of employers, employees,

and beneficiaries with respect to a multiple employer welfare

arrangement.

(7)  "Participation criteria" means any criteria or

rules established by an employer to determine the employees who

are eligible for enrollment or continued enrollment under the

terms of a health benefit plan.

(8)  "Preexisting condition provision" means a

provision that excludes or limits coverage for a disease or

condition for a specified period after the effective date of

coverage.

(9)  "Waiting period" means a period established by a

multiple employer welfare arrangement that must elapse before an

individual who is a potential participating employee in a health

benefit plan is eligible to be covered for benefits.  (V.T.I.C.

Art. 3.95-1, Subdivs. (4), (6), (7), (9) (part), (10) (part),

(11), (12); Art. 3.95-1.6; Art. 3.95-2, Subsec. (b) (part); New.) 

Source Law

Art. 3.95-1. In this subchapter:

(4)  "Employee welfare benefit

plan" has the meaning assigned by Section



3(1) of the Employee Retirement Income

Security Act of 1974 (29 U.S.C. Section

1002(1)).

(6)  "Health benefit plan" means a

health benefit plan described by Article

3.95-1.6 of this code.

(7)  "Health status related factor"

means:

(A)  health status;

(B)  medical condition,

including both physical and mental illness;

(C)  claims experience;

(D)  receipt of health care;

(E)  medical history;

(F)  genetic information;

(G)  evidence of insurability,

including conditions arising out of acts of

family violence; and

(H)  disability.

(9)  "Multiple employer welfare

arrangement" has the meaning assigned by

Section 3(40) of the Employee Retirement

Income Security Act of 1974 (29 U.S.C.

Section 1002(40)) . . . .

(10)  "Participation criteria"

means any criteria or rules established by an

employer to determine the employees who are

eligible for enrollment, including continued

enrollment, under the terms of a health

benefit plan.  . . .

(11)  "Preexisting condition

provision" means a provision that denies,

excludes, or limits coverage for a disease or

condition for a specified period after the

effective date of coverage.

(12)  "Waiting period" means a

period established by a multiple employer

welfare arrangement that must pass before an

individual who is a potential participating

employee in a health benefit plan is eligible

to be covered for benefits.

Art. 3.95-1.6. (a)  For purposes of this

subchapter, the term "health benefit plan"

includes any plan that provides benefits for

health care services.



(b)  A health benefit plan does not

include:

(1)  accident-only or disability

income insurance or a combination of

accident-only and disability income

insurance;

(2)  credit-only insurance;

(3)  disability insurance;

(4)  coverage for a specified

disease or illness;

(5)  Medicare services under a

federal contract;

(6)  Medicare supplement and

Medicare Select policies regulated in

accordance with federal law;

(7)  long-term care coverage or

benefits, nursing home care coverage or

benefits, home health care coverage or

benefits, community-based care coverage or

benefits, or any combination of those

coverages or benefits;

(8)  coverage that provides

limited-scope dental or vision benefits;

(9)  coverage provided by a single

service health maintenance organization;

(10)  coverage issued as a

supplement to liability insurance;

(11)  workers' compensation or

similar insurance;

(12)  automobile medical payment

insurance coverage;

(13)  jointly managed trusts

authorized under 29 U.S.C. Section 141 et

seq. that contain a plan of benefits for

employees that is negotiated in a collective

bargaining agreement governing wages, hours,

and working conditions of the employees that

is authorized under 29 U.S.C. Section 157;

(14)  hospital indemnity or other

fixed indemnity insurance;

(15)  reinsurance contracts issued

on a stop-loss, quota-share, or similar

basis;

(16)  short-term major medical

contracts;

(17)  liability insurance,

including general liability insurance and

automobile liability insurance;



(18)  other insurance coverage that

is:

(A)  similar to the coverage

described by this subsection under which

benefits for medical care are secondary or

incidental to other insurance benefits; and

(B)  specified in federal

regulations;

(19)  coverage for on-site medical

clinics; or

(20)  coverage that provides other

limited benefits specified by federal

regulations.

[Art. 3.95-2]

(b)  . . .  [The application shall be

completed and submitted along with all

information required by the commissioner,

including:]

(1)  copies of all articles,

bylaws, agreements, trusts, or other

documents or instruments describing the

rights and obligations of employers,

employees, and beneficiaries with respect to

the multiple employer welfare

arrangement; . . . .

Revisor's Note

(1)  Subdivision (1), V.T.I.C. Article

3.95-1, defines "board" as the Texas

Department of Insurance or the commissioner,

as appropriate. Chapter 685, Acts of the 73rd

Legislature,  Regular Session, 1993,

abolished the State Board of Insurance and

transferred its functions to the commissioner

of insurance and the Texas Department of

Insurance.  Chapter 31 of this code defines

"department" for purposes of this code and

the other insurance laws of this state to

mean the Texas Department of Insurance. 

Throughout this chapter, references to the

former board have been changed appropriately.

The omitted law reads:

(1)  "Board" means the Texas

Department of Insurance or the commissioner,

as appropriate.

(2)  The revised law defines "board" to



mean the board of trustees or board of

directors of a multiple employer welfare

arrangement for drafting convenience and to

eliminate frequent, unnecessary repetition of

the substance of the definition.

(3)  Subdivision (2), V.T.I.C. Article 

3.95-1, defines "commissioner."  The revised

law omits the definition as unnecessary

because Chapter 31 defines "commissioner" for

purposes of this code and the other insurance

laws of this state to mean "commissioner of

insurance." The omitted law reads:

(2)  "Commissioner" means the

commissioner of insurance.

(4)  Subdivision (11), V.T.I.C. Article

3.95-1, refers to a provision that "denies,

excludes, or limits" coverage.  The reference

to "denies" is omitted from the revised law

because in context "denies" is included

within the meaning of "excludes." 

(5)  Subdivision (b)(6), V.T.I.C.

Article 3.95-1.6, excludes "Medicare

supplement and Medicare Select policies" from

the definition of "health benefit plan."  The

revised law substitutes "Medicare supplement

and Medicare Select benefit plans" for

"Medicare supplement and Medicare Select

policies" because federal and state law

permit Medicare supplement and Medicare

Select benefits to be provided through health

maintenance organizations, which are not

insurers.  Consequently, "benefit plan" is a

more accurate term than "policy." 

(6)  The definition of "organizational

document" is derived from V.T.I.C. Article

3.95-2(b) and is added to the revised law for

drafting convenience and to eliminate

frequent, unnecessary repetition of the

substance of the definition.  See also

V.T.I.C. Article 3.95-7(c), revised in this

chapter in Section 846.101.

Revised Law

Sec. 846.002.  APPLICABILITY OF CHAPTER. (a)  In this

section, "fully insured multiple employer welfare arrangement"

means an arrangement that provides to its participating employees

and beneficiaries benefits for which 100 percent of the liability

has been assumed by an insurance company authorized to do



business in this state.

(b)  This chapter applies only to a multiple employer

welfare arrangement that meets either or both of the following

criteria:

(1)  one or more of the employer members in the

arrangement:

(A)  is domiciled in this state; or

(B)  has its principal headquarters or principal

administrative office in this state; or

(2)  the arrangement solicits an employer that:

(A)  is domiciled in this state; or

(B)  has its principal headquarters or principal

administrative office in this state.

(c)  This chapter does not apply to a fully insured multiple

employer welfare arrangement during the period in which the

arrangement is fully insured. The commissioner periodically may

require proof that the arrangement is fully insured.  (V.T.I.C.

Art. 3.95-1, Subdivs. (5), (9) (part); Art. 3.95-2, Subsec. (a)

(part).) 

Source Law

[Art. 3.95-1] 

(5)  "Fully insured multiple

employer welfare arrangement" means a

multiple employer welfare arrangement that

provides benefits to its participating

employees and beneficiaries for which 100

percent of the liability has been assumed by

an insurance company authorized to do

business in this state.

[(9)  "Multiple employer welfare

arrangement" has the meaning assigned by

Section 3(40) of the Employee Retirement

Income Security Act of 1974 (29 U.S.C.

Section 1002(40))] to describe an entity

which meets either or both of the following

criteria:

(A)  one or more of the

employer members in the multiple employer

welfare arrangement is either domiciled in

this state or has its principal headquarters

or principal administrative office in this

state; or

(B)  the multiple employer

welfare arrangement solicits an employer that

is domiciled in this state or has its

principal headquarters or principal



administrative office in this state.

[Art. 3.95-2]

(a)  . . .  This subchapter shall not

apply to a fully insured multiple employer

welfare arrangement for so long as such

multiple employer welfare arrangement remains

fully insured.  The commissioner may, from

time to time, require proof that the multiple

employer welfare arrangement is fully

insured.

Revised Law

Sec. 846.003.  LIMITED EXEMPTION FROM INSURANCE LAWS;

APPLICABILITY OF CERTAIN LAWS. (a)  A multiple employer welfare

arrangement is exempt from the operation of all insurance laws of

this state, except laws that are made applicable by their

specific terms or as specified in this section or chapter.

(b)  A multiple employer welfare arrangement is subject to

the following laws:

(1)  Subchapters C and D, Chapter 36;

(2)  Section 38.001;

(3)  Section 81.002;

(4)  Chapter 82;

(5)  Chapter 83;

(6)  Chapter 801;

(7)  Chapter 803;

(8)  Chapter 804;

(9)  Subchapter A, Chapter 805;

(10)  Sections 841.701-841.702;

(11)  Section 841.704;

(12)  Section 841.259;

(13)  Article 1.10D;

(14)  Article 1.12;

(15)  Article 1.13;

(16)  Article 1.15;

(17)  Article 1.16;

(18)  Article 1.19;

(19)  Article 1.35;

(20)  Article 1.31;

(21)  Article 3.56;

(22)  Article 21.21;

(23)  Article 21.28;

(24)  Article 21.28A; and

(25)  Article 21.28E.

(c)  A multiple employer welfare arrangement is only

considered an insurer for purposes of the laws described by this

section. (V.T.I.C. Art. 3.95-13.) 



Source Law

Art. 3.95-13. A multiple employer

welfare arrangement shall be exempt from the

operation of all insurance laws of this

state, except such laws as are made

applicable by their specific terms or as

specified in this subchapter.  Multiple

employer welfare arrangements shall be

subject to Articles 1.04, 1.10A, 1.10B,

1.10C, 1.10D, 1.12, 1.13, 1.14, 1.14A, 1.15,

1.16, 1.19, 1.19-1, 1.24, 1.28, 1.29, 1.31,

1.35, 1.36, 3.55, 3.56, 3.56-1, 3.67, 21.21,

21.28, 21.28-A, and 21.28-E and Section 7 of

Article 1.10 of this code.  A multiple

employer welfare arrangement will be

considered an insurer for purposes of these

sections only.

Revised Law

Sec. 846.004.  LATE-PARTICIPATING EMPLOYEE OR DEPENDENT. (a) 

For purposes of this chapter, an employee or dependent eligible

for enrollment in a participating employer's health benefit plan

is a late-participating employee or dependent if the individual

requests enrollment after the expiration of:

(1)  the initial enrollment period established under

the terms of the first health benefit plan for which that

employee or dependent was eligible through the participating

employer; or

(2)  an open enrollment period under Section 846.257.

(b)  An employee or dependent is not a late-participating

employee or dependent if the individual:

(1)  was covered under another health benefit plan or

self-funded employer health benefit plan at the time the

individual was eligible to enroll;

(2)  declined enrollment in writing, at the time of the

initial eligibility for enrollment, stating that coverage under

another health benefit plan or self-funded employer health

benefit plan was the reason for declining enrollment;

(3)  has lost coverage under the other health benefit

plan or self-funded employer health benefit plan as a result of:

(A)  the termination of employment;

(B)  a reduction in the number of hours of

employment;

(C)  the termination of the other plan's coverage;

(D)  the termination of contributions toward the

premium made by the employer; or

(E)  the death of a spouse or divorce; and



(4)  requests enrollment not later than the 31st day

after the date coverage under the other health benefit plan or

self-funded employer health benefit plan terminates.

(c)  An employee or dependent is also not a

late-participating employee or dependent if the individual is:

(1)  employed by an employer that offers multiple

health benefit plans and the individual elects a different health

benefit plan during an open enrollment period under Section

846.257;

(2)  a spouse for whom a court has ordered coverage

under a covered employee's plan and the request for enrollment of

the spouse is made not later than the 31st day after the date the

court order is issued; or

(3)  a child for whom a court has ordered coverage

under a covered employee's plan and the request for enrollment is

made not later than the 31st day after the date the employer

receives the court order.  (V.T.I.C. Art. 3.95-1, Subdiv. (8);

Art. 3.95-1.7.) 

Source Law

[Art. 3.95-1] 

(8)  "Late-participating employee"

means an employee described by Article

3.95-1.7 of this code.

Art. 3.95-1.7. (a)  An individual is a

late-participating employee if the

individual:

(1)  is an employee or dependent

eligible for enrollment; and

(2)  requests enrollment in a

participating employer's health benefit plan

after the expiration of the initial

enrollment period established under the terms

of the first plan for which that employee or

dependent was eligible through the

participating employer and after the

expiration of an open enrollment period under

Article 3.95-4.1 of this code.

(b)  An individual is not a

late-participating employee if:

(1)  the individual:

(A)  was covered under another

health benefit plan or self-funded employer

health benefit plan at the time the

individual was eligible to enroll;

(B)  declines in writing, at

the time of the initial eligibility, stating



that coverage under another health benefit

plan or self-funded employer health benefit

plan was the reason for declining enrollment;

(C)  has lost coverage under

another health benefit plan or self-funded

employer health benefit plan as a result of:

(i)  the termination of

employment;

(ii)  the reduction in

the number of hours of employment;

(iii)  the termination of

the other plan's coverage;

(iv)  the termination of

contributions toward the premium made by the

employer; or

(v)  the death of a

spouse or divorce; and

(D)  requests enrollment not

later than the 31st day after the date on

which coverage under the other health benefit

plan or self-funded employer health benefit

plan terminates;

(2)  the individual is employed by

an employer who offers multiple health

benefit plans and the individual elects a

different health benefit plan during an open

enrollment period;

(3)  a court has ordered coverage

to be provided for a spouse under a covered

employee's plan and request for enrollment is

made not later than the 31st day after the

date the court order is issued; or

(4)  a court has ordered coverage

to be provided for a child under a covered

employee's plan and the request for

enrollment is made not later than the 31st

day after the date the employer receives the

court order.

Revised Law

Sec. 846.005.  RULES; ORDERS. (a)  The commissioner may, on

notice and opportunity for all interested persons to be heard,

adopt rules and issue orders reasonably necessary to augment and

implement this chapter.

(b)  The commissioner shall adopt rules necessary to meet

the minimum requirements of federal law and regulations. 

(V.T.I.C. Art. 3.95-15, Subsec. (a).) 



Source Law

Art. 3.95-15. (a)  The commissioner may,

on notice and opportunity for all interested

persons to be heard, issue such rules,

regulations, and orders as are reasonably

necessary to augment and carry out the

provisions of this subchapter.  The

commissioner shall adopt rules as necessary

to meet the minimum requirements of federal

law and regulations.

Revisor's Note

Subsection (a), V.T.I.C. Article

3.95-15, refers to "rules" and "regulations"

adopted by the commissioner.  The revised law

omits the reference to "regulations" because

under Section 311.005(5), Government Code

(Code Construction Act), a rule is defined to

include a regulation. That definition applies

to the revised law.

Revised Law

Sec. 846.006.  APPEAL OF ORDERS. A person affected by an

order of the commissioner issued under this chapter may appeal

that order by filing suit in a district court in Travis County

under Subchapter D, Chapter 36.  (V.T.I.C. Art. 3.95-15, Subsec.

(c).) 

Source Law

(c)  A person affected by the board's

order may appeal that order by filing suit in

a district court in Travis County pursuant to

Subsection (f) of Article 1.04 of this code.

Revisor's Note

Subsection (b), V.T.I.C. Article

3.95-15, provides that a person affected by a

final ruling or action of the commissioner

may have that ruling reviewed.  This

subsection is omitted from the revised law

because Subsection (d), V.T.I.C. Article

1.04, was repealed by Chapter 685, Acts of

the 73rd Legislature, Regular Session, 1993.

The omitted law reads:

(b)  A person affected by a final ruling

or action of the commissioner under this

subchapter is entitled to have that ruling or

action reviewed by the board by submitting an



application to the board as provided by

Subsection (d) of Article 1.04 of this code.

Appeal of the commissioner's ruling or action

to the board does not operate as a stay of

the ruling or action except as otherwise

ordered by the board on application by the

appellant.

Revised Law

Sec. 846.007.  PREMIUM RATES; ADJUSTMENTS. (a)  A multiple

employer welfare arrangement may charge premiums in accordance

with this section to the group of employees or dependents who

meet the participation criteria and who do not decline coverage.

(b)  A multiple employer welfare arrangement may not charge

an adjustment to premium rates for individual employees or

dependents for health status related factors or duration of

coverage.  Any adjustment must be applied uniformly to the rates

charged for all participating employees and dependents of

participating employees of the employer.

(c)  Subsection (b) does not restrict the amount that an

employer may be charged for coverage.

(d)  A multiple employer welfare arrangement may establish

premium discounts, rebates, or a reduction in otherwise

applicable copayments or deductibles in return for adherence to

programs of health promotion and disease prevention.  A discount,

rebate, or reduction established under this subsection does not

violate Section 4(8), Article 21.21.  (V.T.I.C. Art. 3.95-4.1,

Subsec. (b) (part); Art. 3.95-4.6.) 

Source Law

[Art. 3.95-4.1] 

(b)  . . .  The multiple employer

welfare arrangement may charge premiums in

accordance with Article 3.95-4.6 of this code

to the group of employees or dependents who

meet the participation criteria and who do

not decline coverage.

Art. 3.95-4.6. (a)  A multiple employer

welfare arrangement may not charge an

adjustment to premium rates for individual

employees or dependents for health status

related factors or duration of coverage.  Any

adjustment must be applied uniformly to the

rates charged for all participating employees

and dependents of participating employees of

the employer.  This subsection does not

restrict the amount that an employer may be



charged for coverage.

(b)  A multiple employer welfare

arrangement may establish premium discounts,

rebates, or a reduction in otherwise

applicable copayments or deductibles in

return for adherence to programs of health

promotion and disease prevention.  A

discount, rebate, or reduction established

under this subsection does not violate

Section 4(8), Article 21.21, of this code.

Revisor's Note

(End of Subchapter)

Subsection (g), V.T.I.C. Article 3.95-2,

provides that certain multiple employer

welfare arrangements must file certain

notices with the commissioner by December 31,

1993.  The revised law omits this subsection

as executed. The omitted law reads:

(g)  A multiple employer welfare

arrangement in existence on June 1, 1993,

shall file notice with the commissioner by

December 31, 1993, of its intent to apply for

an initial certificate of authority and shall

file for its initial certificate of authority

by June 1, 1994.  The multiple employer

welfare arrangement may continue to conduct

business until the initial certificate of

authority is granted or finally denied by the

commissioner.

[Sections 846.008-846.050 reserved for expansion]

SUBCHAPTER B.  FORMATION AND STRUCTURE OF

MULTIPLE EMPLOYER WELFARE ARRANGEMENTS

Revised Law

Sec. 846.051.  CERTIFICATE OF AUTHORITY REQUIRED. A person

may not establish or maintain an employee welfare benefit plan

that is a multiple employer welfare arrangement in this state

unless the arrangement obtains and maintains a certificate of

authority issued under this chapter.  (V.T.I.C. Art. 3.95-2,

Subsec. (a) (part).) 

Source Law

Art. 3.95-2. (a)  A person shall not

establish or maintain an employee welfare

benefit plan which is a multiple employer



welfare arrangement in this state unless the

multiple employer welfare arrangement obtains

and maintains a certificate of authority

pursuant to this subchapter. . . .

Revised Law

Sec. 846.052.  APPLICATION FOR INITIAL CERTIFICATE OF

AUTHORITY. (a)  A person who wants to establish an employee

welfare benefit plan that is a multiple employer welfare

arrangement must apply for an initial certificate of authority on

an application form prescribed by the commissioner.

(b)  The application form must be completed and submitted

along with all information required by the commissioner,

including:

(1)  a copy of each organizational document;

(2)  current financial statements of the arrangement;

(3)  a fully detailed statement indicating the plan

under which the arrangement proposes to transact business;

(4)  an initial actuarial opinion in compliance with

the requirements of Section 846.153(a)(2) and subject to Section

846.157(b); and

(5)  a statement by the applicant certifying that the

arrangement is in compliance with all applicable provisions of

the Employee Retirement Income Security Act of 1974 (29 U.S.C.

Section 1001 et seq.).

(c)  The application must be accompanied by proof of a

fidelity bond that:

(1)  protects against acts of fraud or dishonesty in

servicing the multiple employer welfare arrangement;

(2)  covers each person responsible for servicing the

employee welfare benefit plan; and

(3)  is in an amount equal to the greater of 10 percent

of the premiums and contributions received by the arrangement or

10 percent of the benefits paid, during the preceding calendar

year, with a minimum of $10,000 and a maximum of $500,000.

(d)  A third-party administrator licensed to engage in

business in this state is not required to submit a fidelity bond

under Subsection (c).

(e)  The commissioner shall promptly examine the application

and documents submitted by the applicant and may:

(1)  conduct any investigation that the commissioner

considers necessary; and

(2)  examine under oath any person interested in or

connected with the multiple employer welfare arrangement.

(V.T.I.C. Art. 3.95-2, Subsecs. (b) (part), (c).) 



Source Law

(b)  A person wishing to establish an

employee welfare benefit plan which is a

multiple employer welfare arrangement shall

apply for an initial certificate of authority

on a form prescribed by the commissioner. 

The application shall be completed and

submitted along with all information required

by the commissioner, including:

(1)  copies of . . . [documents]

. . . ;

(2)  current financial statements

of the multiple employer welfare arrangement;

(3)  proof of a fidelity bond which

shall protect against acts of fraud or

dishonesty in servicing the multiple employer

welfare arrangement, covering each person

responsible for servicing the employee

welfare benefit plan in an amount equal to

the greater of 10 percent of the premiums and

contributions received by the multiple

employer welfare arrangement, or 10 percent

of the benefits paid, during the preceding

calendar year, with a minimum of $10,000 and

a maximum of $500,000;  no additional bond

shall be required of a third-party

administrator licensed to engage in business

in this state;

(4)  a statement showing in full

detail the plan on which the multiple

employer welfare arrangement proposes to

transact business;

(5)  an initial actuarial opinion

in compliance with the requirements of

Subsection (a)(2), Article 3.95-8, of this

code and subject to Subsection (c), Article

3.95-8, of this code; and

(6)  a certification by the

applicant that the multiple employer welfare

arrangement is in compliance with all

applicable provisions of the Employee

Retirement Income Security Act of 1974 (29

U.S.C. Section 1001 et seq.).

(c)  The commissioner shall promptly

examine the application and documents

submitted by the applicant and shall have the

power to conduct any investigation which the



commissioner may deem necessary and to

examine under oath any persons interested in

or connected with the multiple employer

welfare arrangement.

Revised Law

Sec. 846.053.  ELIGIBILITY REQUIREMENTS FOR INITIAL

CERTIFICATE OF AUTHORITY. (a)  An applicant for an initial

certificate of authority as a multiple employer welfare

arrangement must meet the requirements of this section.

(b)  The employers in the multiple employer welfare

arrangement must be members of an association or group of five or

more businesses that are in the same trade or industry, including

closely related businesses that provide support, services, or

supplies primarily to that trade or industry.

(c)  If the employers in the multiple employer welfare

arrangement are members of an association, the association must:

(1)  be engaged in substantial activity for its members

other than sponsorship of an employee welfare benefit plan; and

(2)  have been in existence for at least two years

before engaging in any activities relating to providing employee

health benefits to its members.

(d)  The employee welfare plan of the association or group

in the multiple employer welfare arrangement must be controlled

and sponsored directly by participating employers, participating

employees, or both.

(e)  The association or group of employers in the multiple

employer welfare arrangement must be a not-for-profit

organization.

(f)  The multiple employer welfare arrangement must:

(1)  have within its own organization adequate

facilities and competent personnel, as determined by the

commissioner, to administer the employee benefit plan; or

(2)  have contracted with a third-party administrator

licensed to engage in business in this state.

(g)  The multiple employer welfare arrangement:

(1)  must have applications from not fewer than five

employers and must provide similar benefits for not fewer than

200 separate participating employees; and

(2)  will have annual gross premiums of or

contributions to the plan of not less than:

(A)  $20,000 for a plan that provides only vision

benefits;

(B)  $75,000 for a plan that provides only dental

benefits; and

(C)  $200,000 for all other plans.

(h)  The multiple employer welfare arrangement must possess

a written commitment, binder, or policy for stop-loss insurance



issued by an insurer authorized to do business in this state that

provides:

(1)  at least 30 days' notice to the commissioner of

any cancellation or nonrenewal of coverage; and

(2)  both specific and aggregate coverage with an

aggregate retention of not more than 125 percent of the amount of

expected claims for the next plan year and a specific retention

amount annually determined by the actuarial opinion required by

Section 846.153(a)(2).

(i)  Both the specific and aggregate coverage required by

Subsection (h)(2) must require all claims to be submitted within

90 days after the claim is incurred and provide a 12-month claims

incurred period and a 15-month paid claims period for each policy

year.

(j)  The contributions must be established to fund at least

100 percent of the aggregate retention plus all other costs of

the multiple employer welfare arrangements.

(k)  The multiple employer welfare arrangement must

establish a procedure for handling claims for benefits on

dissolution of the arrangement.

(l)  The multiple employer welfare arrangement must obtain

the required bond.  (V.T.I.C. Art. 3.95-2, Subsec. (d) (part).) 

Source Law

(d)  . . .  provided all of the

following conditions have been met: 

(1)  the employers in the multiple

employer welfare arrangement are members of

an association or group of five or more

businesses which are in the same trade or

industry, including closely related

businesses which provide support, services,

or supplies primarily to that trade or

industry;

(2)  if an association, that the

association in the multiple employer welfare

arrangement is engaged in substantial

activity for its members other than

sponsorship of an employee welfare benefit

plan;

(3)  if an association, that the

association in the multiple employer welfare

arrangement has been in existence for a

period of not less than two years prior to

engaging in any activities relating to the

provision of employee health benefits to its

members;

(4)  the employee welfare plan of



the association or group in the multiple

employer welfare arrangement is controlled

and sponsored directly by participating

employers, participating employees, or both;

(5)  the association or group of

employers in the multiple employer welfare

arrangement is a not-for-profit organization;

(6)  the multiple employer welfare

arrangement has within its own organization

adequate facilities and competent personnel,

as determined by the commissioner, to service

the employee benefit plan or has contracted

with a third-party administrator licensed to

engage in business in this state;

(7)  the multiple employer welfare

arrangement has applications from not less

than five employers and will provide similar

benefits for not less than 200 separate

participating employees, and the annual gross

premiums of or contributions to the plan will

be not less than $20,000 for a plan that

provides only vision benefits, $75,000 for a

plan that provides only dental benefits, and

$200,000 for all other plans;

(8)  the multiple employer welfare

arrangement possesses a written commitment,

binder, or policy for stop-loss insurance

issued by an insurer authorized to do

business in this state providing not less

than 30 days notice to the commissioner of

any cancellation or nonrenewal of coverage

and which provides both specific and

aggregate coverage with an aggregate

retention of no more than 125 percent of the

amount of expected claims for the next plan

year and a specific retention amount annually

determined by the actuarial report required

by Article 3.95-8 of this code;

(9)  both the specific and

aggregate coverage will require all claims to

be submitted within 90 days after the claim

is incurred and provide a 12-month claims

incurred period and a 15-month paid claims

period for each policy year;

(10)  the contributions shall be

set to fund at least 100 percent of the

aggregate retention plus all other costs of

the multiple employer welfare arrangements;



. . .

(13)  the multiple employer welfare

arrangement has established a procedure for

handling claims for benefits in the event of

dissolution of the multiple employer welfare

arrangement; and

(14)  the multiple employer welfare

arrangement has obtained the required bond.

Revised Law

Sec. 846.054.  ISSUANCE OF INITIAL CERTIFICATE OF AUTHORITY.

(a)  The commissioner shall issue an initial certificate of

authority to a multiple employer welfare arrangement that meets

the requirements of Section 846.053 not later than the 60th day

after the date on which the application is filed.

(b)  An initial certificate of authority is a temporary

certificate issued for a one-year term.

(c)  On receipt of the initial certificate of authority, the

multiple employer welfare arrangement shall begin business.

(V.T.I.C. Art. 3.95-2, Subsecs. (d) (part), (e).) 

Source Law

(d)  Within 60 days of the filing of the

application, the commissioner shall issue the

initial certificate of authority, which shall

be a temporary certificate for a term of one

year, to a multiple employer welfare

arrangement, . . . .

(e)  On receipt of its initial

certificate of authority, the multiple

employer welfare arrangement shall commence

business.

Revised Law

Sec. 846.055.  EXTENSION OF TERM OF INITIAL CERTIFICATE OF

AUTHORITY. The commissioner may extend the term of an initial

certificate of authority for a period not to exceed one year if

the commissioner determines that the multiple employer welfare

arrangement is likely to meet the requirements of this chapter

for a final certificate of authority within that period.  The

commissioner may not grant more than one extension of the initial

certificate of authority regardless of the length of time for

which an extension was granted.  (V.T.I.C. Art. 3.95-2, Subsec.

(i) (part).) 

Source Law

(i)  . . .  The initial certificate of

authority may be extended for up to one year



at the discretion of the commissioner on a

determination that the multiple employer

welfare arrangement is likely to meet the

requirements of this subchapter within one

year.  No more than one extension of the

initial certificate of authority shall be

granted regardless of the length of time for

which an extension was granted.

Revised Law

Sec. 846.056.  FINAL CERTIFICATE OF AUTHORITY. (a)  A

multiple employer welfare arrangement that holds an initial

certificate of authority must apply for a final certificate of

authority not later than the first anniversary of the date of

issuance of the initial certificate.

(b)  The multiple employer welfare arrangement must file an

application for a final certificate of authority on a form

prescribed by the commissioner and furnish the information

required by the commissioner.  The application for a final

certificate of authority must include only:

(1)  the names and addresses of:

(A)  the association or group of employers

sponsoring the arrangement;

(B)  the board members of the arrangement; and

(C)  if the employers in the arrangement are not

an association, at least five employers;

(2)  proof of compliance with the bonding requirements;

(3)  a copy of each plan document and each agreement

with service providers; and

(4)  a funding report containing:

(A)  a statement certified by the board and an

actuarial opinion that all applicable requirements of Section

846.153 have been met;

(B)  an actuarial opinion describing the extent to

which contributions or premium rates:

(i)  are not excessive;

(ii)  are not unfairly discriminatory; and

(iii)  are adequate to provide for the

payment of all obligations and the maintenance of required cash

reserves and surplus by the arrangement;

(C)  a statement of the current value of the

assets and liabilities accumulated by the arrangement and a

projection of the assets, liabilities, income, and expenses of

the arrangement for the next 12-month period; and

(D)  a statement of the costs to be charged for

coverage, including an itemization of amounts for:

(i)  administrative expenses;

(ii)  reserves; and



(iii)  other expenses associated with

operation of the arrangement.

(c)  The reserves described in Section 846.154(a) must have

been established or be established before the final certificate

of authority is issued.

(d)  If, after examination and investigation, the

commissioner is satisfied that the multiple employer welfare

arrangement meets the requirements of this chapter, the

commissioner shall issue a final certificate of authority to the

arrangement.

(e)  The commissioner shall maintain the information

required under Subsection (b)(1)(C) and Subsection (b)(3) as

confidential information. (V.T.I.C. Art. 3.95-2, Subsecs. (d)

(part), (h), (i) (part).) 

Source Law

(d)  . . . 

(12)  the reserves described in

Subsection (a)(2)(B), Article 3.95-8, of this

code have been established or will be

established before the final certificate of

authority is issued; . . . .

(h)  A multiple employer welfare

arrangement possessing an initial certificate

of authority must apply for a final

certificate of authority no later than one

year after issuance of its initial

certificate of authority.  The multiple

employer welfare arrangement shall file an

application on a form prescribed by the

commissioner and furnish such information as

may be required by the commissioner.  The

application shall include only:

(1)  the names and addresses of:

(A)  the association or group

of employers sponsoring the multiple employer

welfare arrangement;

(B)  the members of the board

of trustees or directors, as applicable, of

the multiple employer welfare arrangement;

and

(C)  if not an association, at

least five employers, which information shall

be retained by the commissioner as

confidential;

(2)  evidence that the bonding

requirements have been met;



(3)  copies of all plan documents

and agreements with service providers, which

shall be retained by the commissioner as

confidential; and

(4)  a funding report containing:

(A)  a statement certified by

the board of trustees or directors, as

applicable, and an actuarial opinion that all

applicable requirements of Article 3.95-8 of

this code have been met;

(B)  an actuarial opinion

which sets forth a description of the extent

to which contributions or premium rates:

(i)  are not excessive;

(ii)  are not unfairly

discriminatory; and

(iii)  are adequate to

provide for the payment of all obligations

and the maintenance of required cash reserves

and surplus by the multiple employer welfare

arrangement;

(C)  a statement of the

current value of the assets and liabilities

accumulated by the multiple employer welfare

arrangement and a projection of the assets,

liabilities, income, and expenses of the

multiple employer welfare arrangement for the

next 12-month period; and

(D)  a statement of the costs

of coverage to be charged, including an

itemization of amounts for administration,

reserves, and other expenses associated with

operation of the multiple employer welfare

arrangement.

(i)  After examination and

investigation, the commissioner shall issue a

final certificate of authority to the

multiple employer welfare arrangement if the

commissioner is satisfied that the multiple

employer welfare arrangement meets the

requirements of this subchapter.  . . .

Revised Law

Sec. 846.057.  DENIAL OF FINAL CERTIFICATE OF AUTHORITY. (a) 

The commissioner shall deny a final certificate of authority to

an applicant that does not comply with this chapter.

(b)  If the commissioner denies a final certificate of

authority, the commissioner shall issue a written notice of



refusal to the applicant.  The notice of refusal must state the

basis for the denial.  The notice of refusal constitutes 30 days'

advance notice of the revocation of the initial certificate of

authority.

(c)  If the applicant submits a written request for a

hearing not later than the 30th day after the date of mailing of

the notice of refusal, revocation of the initial certificate of

authority is temporarily stayed, and the commissioner shall

promptly conduct a hearing at which the applicant is given an

opportunity to show compliance with this chapter.  (V.T.I.C.

Art. 3.95-2, Subsecs. (i) (part), (j).) 

Source Law

(i)  . . .  The commissioner shall

refuse to grant a final certificate of

authority to an applicant that fails to meet

the requirements of this subchapter.  Notice

of refusal shall be in writing, shall set

forth the basis for the refusal, and shall

also be in writing, shall set forth the basis

for the refusal, and shall also constitute 30

days' advance notice of revocation of the

initial certificate of authority. . . .

(j)  If the applicant submits a written

request for hearing within 30 days after

mailing of the notice of refusal, revocation

of the initial certificate of authority shall

be temporarily stayed and the commissioner

shall promptly conduct a hearing in which the

applicant shall be given an opportunity to

show compliance with the requirements of this

subchapter.

Revised Law

Sec. 846.058.  DISQUALIFICATION. (a)  A multiple employer

welfare arrangement, each board member and officer of the

arrangement, and any agent or other person associated with the

arrangement shall be subject to disqualification for eligibility

for a certificate of authority if the person:

(1)  makes a material misstatement or omission in an

application for a certificate of authority under this chapter;

(2)  obtains or attempts to obtain at any time a

certificate of authority or license for an insurance entity

through intentional misrepresentation or fraud;

(3)  misappropriates or converts to the person's own

use or improperly withholds money under an employee welfare

benefit plan or multiple employer welfare arrangement;

(4)  is prohibited from serving in any capacity with



the arrangement under Section 411, Employee Retirement Income

Security Act of 1974 (29 U.S.C. Section 1111);

(5)  without reasonable cause or excuse, fails to

appear in response to a subpoena, examination, warrant, or any

other order lawfully issued by the commissioner; or

(6)  has previously been subject to a determination by

the commissioner resulting in:

(A)  suspension or revocation of a certificate of

authority or license; or

(B)  denial of a certificate of authority or

license on grounds that would be sufficient for suspension or

revocation.

(b)  This section does not apply to a participating employer

in its capacity as a participating employer and the employer's

participating employees. (V.T.I.C. Art. 3.95-2, Subsec. (f).) 

Source Law

(f)  The multiple employer welfare

arrangement, each of its trustees or

directors and officers, and any agent or

other person associated with the multiple

employer welfare arrangement, other than a

participating employer in its capacity as

such and its participating employees, shall

be subject to disqualification if the person:

(1)  made a material misstatement

or omission in an application for a

certificate of authority under this

subchapter;

(2)  obtained or attempted to

obtain at any time a certificate of authority

or license for an insurance entity through

intentional misrepresentation or fraud;

(3)  misappropriated or converted

to the person's own use or improperly

withheld money under an employee welfare

benefit plan or multiple employer welfare

arrangement;

(4)  is prohibited from serving in

any capacity with the multiple employer

welfare arrangement under Section 411 of the

Employee Retirement Income Security Act of

1974 (28 U.S.C. Section 1111);

(5)  without reasonable cause or

excuse failed to appear in response to a

subpoena, examination, warrant, or any other

order lawfully issued by the commissioner; or

(6)  has previously been subject to



a determination by the commissioner resulting

in the suspension or revocation of a

certificate of authority or license or denial

of a certificate of authority or license on

grounds that would be sufficient for

suspension or revocation.

Revisor's Note

Subsection (f), V.T.I.C. Article 3.95-2,

refers to "28 U.S.C. Section 1111."  The

correct citation to the referenced law is 29

U.S.C. Section 1111, not 28 U.S.C. Section

1111.  The revised law is drafted

accordingly.

Revised Law

Sec. 846.059.  FEES; SERVICE OF PROCESS. (a)  Each multiple

employer welfare arrangement shall pay to the department in the

amount set by the commissioner:

(1)  an application fee for an initial certificate of

authority;

(2)  an application fee for a final certificate of

authority; and

(3)  a filing fee for submission of the arrangement's

annual statement.

(b)  The commissioner shall set the fees described by

Subsection (a) in amounts reasonable and necessary to defray the

costs of administering this chapter.

(c)  Each multiple employer welfare arrangement shall

appoint the commissioner as its resident agent for purposes of

service of process.  The fee for that service is $50, payable at

the time of appointment.

(d)  Fees paid under this section shall be deposited to the

credit of the Texas Department of Insurance operating fund.

(V.T.I.C. Art. 3.95-3.) 

Source Law

Art. 3.95-3. (a)  The commissioner shall

collect and the multiple employer welfare

arrangement shall pay fees to the

commissioner as set by the commissioner for:

(1)  application for initial

certificate of authority;

(2)  application for final

certificate of authority; and

(3)  filing fee for annual

statement.

(b)  The commissioner shall set the fees

established in accordance with Subsection (a)



of this article in amounts reasonable and

necessary to defray the cost of

administration of this subchapter.

(c)  Each multiple employer welfare

arrangement shall appoint the commissioner as

its resident agent for purposes of service of

process.  The fee for such service shall be

$50, payable at the time of appointment.

(d)  Fees paid under this article shall

be deposited in the state treasury to the

credit of the State Board of Insurance

operating fund.

Revisor's Note

V.T.I.C. Article  3.95-3(d) states that

fees "shall be deposited in the state

treasury to the credit of the State Board of

Insurance operating fund."  Under Chapter 4,

Acts of the 72nd Legislature, 1st Called

Session, 1991, the Texas Department of

Insurance operating fund (the later name of

the State Board of Insurance operating fund)

was converted to an account in the general

revenue fund.  The revised law is drafted

accordingly.

Revised Law

Sec. 846.060.  SUSPENSION, REVOCATION, OR LIMITATION OF

CERTIFICATE OF AUTHORITY. In addition to any requirement or

remedy under a law cited under Section 846.003, the commissioner

may suspend, revoke, or limit the certificate of authority of a

multiple employer welfare arrangement if the commissioner

determines, after notice and hearing, that the agreement does not

comply with this chapter.  (V.T.I.C. Art. 3.95-14, Subsec. (a).) 

Source Law

Art. 3.95-14. (a)  In addition to any

requirements or remedies set out in Article

3.95-13 of this code, the commissioner may

suspend, revoke, or limit the certificate of

authority of a multiple employer welfare

arrangement if the commissioner finds, after

motion and hearing, that the multiple

employer welfare agreement does not meet the

requirements of this subchapter.

Revisor's Note

Subsection (a), V.T.I.C. Article

3.95-14, refers to an action by the



commissioner after "motion and hearing."  It

is clear from the context that "motion and

hearing" is a typographical error and that

the legislature intended to use the common

phrase "notice and hearing."  The revised law

is drafted accordingly.

Revised Law

Sec. 846.061.  ACTION BY ATTORNEY GENERAL. (a)  The

commissioner may notify the attorney general of a violation of

this chapter, and the attorney general may apply to a district

court in Travis County for leave to file suit in the nature of

quo warranto or for injunctive relief or both.

(b)  The attorney general may seek and the court may order:

(1)  restitution for victims of an act declared to be

unlawful under this chapter;

(2)  assessment of a fine under this code; and

(3)  recovery of reasonable attorney's fees. (V.T.I.C.

Art. 3.95-14, Subsec. (b).) 

Source Law

(b)  The commissioner may notify the

attorney general of a violation of this

subchapter, and the attorney general may

apply to a district court in Travis County

for leave to file suit in the nature of quo

warranto or for injunctive relief or both. 

The attorney general may seek and the court

may order restitution for victims of an act

declared to be unlawful under this

subchapter, a fine under this code, and

recovery of reasonable attorney's fees.

[Sections 846.062-846.100 reserved for expansion]

SUBCHAPTER C. BOARD MEMBERS; OTHER OFFICERS AND PERSONNEL

Revised Law

Sec. 846.101.  BOARD MEMBERS; NOTICE OF ELECTIONS. (a) 

Except as otherwise provided, the powers of a multiple employer

welfare arrangement shall be exercised by a board elected to

carry out the purposes established by the organizational

documents of the arrangement.

(b)  The member employers shall elect at least 75 percent of

the board members. At least 75 percent of the board members must

be individuals who are covered under the arrangement.

(c)  An owner, officer, or employee of a third-party

administrator who provides services to the multiple employer

welfare arrangement or any other person who has received

compensation from the arrangement may not serve as a board



member.

(d)  Each board member shall be elected for a term of at

least two years.

(e)  Each member employer of a multiple employer welfare

arrangement shall be given notice of each election of board

members and is entitled to an equal vote, either in person or by

a written proxy signed by the member employer.  An owner,

officer, or employee of a third-party administrator who provides

services to the arrangement or any other person who has received

compensation from the arrangement may not serve as proxy.

(V.T.I.C. Art. 3.95-7, Subsecs. (b), (c).) 

Source Law

(b)  At least 75 percent of the trustees

or directors shall be elected by the member

employers of the multiple employer welfare

arrangement.  Each trustee or director shall

be elected for at least a two-year term. 

Each member employer of a multiple employer

welfare arrangement shall be given notice of

every election of trustees or directors and

shall be entitled to an equal vote either in

person or by proxy in writing signed by the

member employer.  No owner, officer, or

employee of a third-party administrator who

provides services to the multiple employer

welfare arrangement or of any other person

who has received compensation from the

multiple employer welfare arrangement may

serve as proxy.

(c)  The powers of a multiple employer

welfare arrangement, except as otherwise

provided, shall be exercised by the board of

trustees or directors chosen to carry out the

purposes of the organizational documents. 

Not less than 75 percent of the trustees or

directors shall be persons who are covered

under the multiple employer welfare

arrangement, and no trustee or director shall

be an owner, officer, or employee of a

third-party administrator who provides

services to the multiple employer welfare

arrangement or of any other person who has

received compensation from the multiple

employer welfare arrangement.

Revised Law

Sec. 846.102.  DUTIES OF BOARD MEMBERS. (a)  The board



members of a multiple employer welfare arrangement are

responsible for all operations of the arrangement and shall take

all necessary precautions to safeguard the assets of the

arrangement.

(b)  A board member shall give the attention and exercise

the vigilance, diligence, care, and skill that a prudent person

would use in like or similar circumstances. (V.T.I.C.

Art. 3.95-10, Subsec. (a) (part).) 

Source Law

Art. 3.95-10. (a)  The trustees or

directors of a multiple employer welfare

arrangement shall give the attention and

exercise the vigilance, diligence, care, and

skill that prudent persons use in like or

similar circumstances.  Trustees or directors

shall be responsible for all operations of

the multiple employer welfare arrangement and

shall take all necessary precautions to

safeguard the assets of the multiple employer

welfare arrangement. . . .

Revised Law

Sec. 846.103.  LIMITATION ON ACTION AGAINST BOARD MEMBER. A

board member may not be held liable in a private cause of action

for any delinquency under Section 846.102 after the expiration of

the earlier of:

(1)  six years from the date of delinquency; or

(2)  two years from the time when the delinquency is

discovered by a person complaining of the delinquency. (V.T.I.C.

Art. 3.95-10, Subsec. (a) (part).) 

Source Law

(a)  . . .  No trustee or director shall

be held liable in a private cause of action

for any delinquency under this article after

six years from the date of delinquency or

after two years from the time when the

delinquency is discovered by a person

complaining of the delinquency, whichever

occurs sooner.

Revisor's Note

Subsection (a), V.T.I.C. Article

3.95-10, refers to liability of a trustee or

director "under this article," meaning

Article 3.95-10.  The pertinent provision of

that article is revised in this chapter as



Section 846.102, and a cross-reference to

that section is included in the revised law

for the convenience of the reader.

Revised Law

Sec. 846.104.  COMPENSATION OF BOARD MEMBERS. A board member

serves without compensation from the multiple employer welfare

arrangement except for actual and necessary expenses. (V.T.I.C.

Art. 3.95-10, Subsec. (c) (part).) 

Source Law

(c)  Trustees or directors shall serve

without compensation from the multiple

employer welfare arrangement except for

actual and necessary expenses. . . .

Revised Law

Sec. 846.105.  OFFICERS; AGENTS. (a)  The board shall select

officers for the multiple employer welfare arrangement as

designated in the organizational documents and may appoint agents

as necessary for the arrangement to engage in business.  Each

officer and agent may exercise the authority and perform the

duties required in the management of the property and affairs of

the arrangement as delegated by the board.

(b)  The board may remove an officer or agent if the board

determines that the business interests of the multiple employer

welfare arrangement are served by the removal.

(c)  The board shall secure the fidelity of any or all of

the officers or agents who handle the funds of the multiple

employer welfare arrangement by bond or otherwise. (V.T.I.C.

Art. 3.95-10, Subsec. (b).) 

Source Law

(b)  The board of trustees or directors

shall select such officers as designated in

the articles or bylaws or trust agreement and

may appoint agents as deemed necessary for

the transaction of the business of the

multiple employer welfare arrangement.  All

officers and agents shall respectively have

such authority and perform such duties in the

management of the property and affairs of the

multiple employer welfare arrangement as may

be delegated by the board of trustees or

directors.  Any officer or agent may be

removed by the board of trustees or directors

whenever in their judgment the business

interests of the multiple employer welfare

arrangement will be served by the removal. 



The board of trustees or directors shall

secure the fidelity of any or of all such

officers or agents who handle the funds of

the multiple employer welfare arrangement by

bond or otherwise.

Revisor's Note

Subsection (b), V.T.I.C. Article

3.95-10, refers to the "articles or bylaws or

trust agreement" of a multiple employer

welfare arrangement. The revised law

substitutes the defined term "organizational

documents" because it is clear from the

context that the legislature intended to

refer to all of these documents. Similar

changes are made throughout this chapter.

Revised Law

Sec. 846.106.  COMPENSATION OF OFFICERS, AGENTS, AND

EMPLOYEES. (a)  A multiple employer welfare arrangement may pay

the officers and agents of the arrangement suitable compensation. 

An officer, employee, or agent of an arrangement may not be

compensated unreasonably.

(b)  The compensation of any officer or employee of a

multiple employer welfare arrangement may not be computed

directly or indirectly as a percentage of money or premium

collected.

(c)  The compensation of an agent may not exceed five

percent of the money or premium collected.

(d)  A multiple employer welfare arrangement may pay

compensation or make an emolument to an officer of the

arrangement only if the compensation or emolument is first

authorized by a majority vote of the board of the arrangement. 

(V.T.I.C. Art. 3.95-6 (part); Art. 3.95-10, Subsecs. (c) (part),

(d).) 

Source Law

[Art. 3.95-6] 

. . .

[(4)  to appoint such officers and

agents as the business of the multiple

employer welfare arrangement shall require]

and to allow them suitable

compensation; . . . .

[Art. 3.95-10]

(c)  . . .  A multiple employer welfare

arrangement shall not pay any salary,

compensation, or emolument to any officer of



the multiple employer welfare arrangement

unless the payment is first authorized by a

majority vote of the board of trustees or

directors of the multiple employer welfare

arrangement.

(d)  An officer, employee, or agent of a

multiple employer welfare arrangement shall

not be compensated unreasonably.  The

compensation of any officer or employee of a

multiple employer welfare arrangement shall

not be calculated directly or indirectly as a

percentage of money or premium collected. 

The compensation of any agent shall not

exceed five percent of the money or premium

collected.

Revisor's Note

Subsection (c), V.T.I.C. Article

3.95-10, refers to "salary, compensation, or

emolument."  The revised law omits the

reference to "salary" because that concept is

included in the meaning of "compensation." 

Revised Law

Sec. 846.107.  RECEIPT OF THING OF VALUE; CRIMINAL PENALTY.

(a)  A board member, officer, or employee of a multiple employer

welfare arrangement may not, knowingly and intentionally,

directly or indirectly:

(1)  receive money or another valuable thing for

negotiating, procuring, recommending, or aiding in:

(A)  a purchase by or sale to the arrangement of

property; or

(B)  a loan from the arrangement; or

(2)  be pecuniarily interested as a principal,

coprincipal, agent, or beneficiary in a purchase, sale, or loan

described by Subdivision (1).

(b)  A person commits an offense if the person violates this

section. An offense under this subsection is a felony of the

third degree.  (V.T.I.C. Art. 3.95-11.) 

Source Law

Art. 3.95-11. (a)  An officer, trustee,

director, or employee of a multiple employer

welfare arrangement shall not knowingly and

intentionally, directly or indirectly,

receive any money or valuable thing for

negotiating, procuring, recommending, or

aiding in any purchase by or sale to the

multiple employer welfare arrangement of any



property or any loan from the multiple

employer welfare arrangement or be

pecuniarily interested either as principal,

coprincipal, agent, or beneficiary in any

such purchase, sale, or loan.

(b)  A person who violates this article

is guilty of an offense.  An offense under

this section is a felony of the third degree.

[Sections 846.108-846.150 reserved for expansion]

SUBCHAPTER D.  POWERS AND DUTIES OF MULTIPLE EMPLOYER

WELFARE ARRANGEMENTS

Revised Law

Sec. 846.151.  GENERAL POWERS. (a)  Unless otherwise

provided by or inconsistent with this chapter, each multiple

employer welfare arrangement may exercise the powers provided by

this section.

(b)  A multiple employer welfare arrangement may have

succession, by its name, for the term stated in its trust

agreement.

(c)  A multiple employer welfare arrangement may sue and be

sued.  An arrangement may:

(1)  complain and defend in any court;

(2)  be a party to any proceedings before a public body

of this state or of any other state or government; and

(3)  sue a participating employer, an employee, or a

beneficiary for any cause relating to the business of the

arrangement.

(d)  A multiple employer welfare arrangement may have a seal

that may be used by having the seal or a facsimile of the seal

impressed, affixed, or otherwise reproduced.  The arrangement may

alter the seal at will.

(e)  A multiple employer welfare arrangement may appoint

officers and agents as the business of the arrangement requires.

(f)  A multiple employer welfare arrangement may adopt,

amend, and repeal bylaws as necessary for the government of its

affairs.

(g)  A multiple employer welfare arrangement may conduct its

business in this state, other states, and foreign countries and

their territories and colonies.

(h)  A multiple employer welfare arrangement may have

offices outside this state.

(i)  A multiple employer welfare arrangement may acquire,

hold, mortgage, pledge, assign, and transfer real and personal

property subject to this chapter.  (V.T.I.C. Art. 3.95-6 (part).) 



Source Law

Art. 3.95-6. Every multiple employer

welfare arrangement, unless otherwise

provided in or inconsistent with this

subchapter, shall have power:

(1)  to have succession, by its

name, for the term stated in its trust

agreement;

(2)  to sue and be sued, to

complain and defend in any court of law or

equity, or to be a party to any proceedings

before any board or commission or other

public body of this state or of any other

state or government;  suits at law may be

maintained by the multiple employer welfare

arrangement against any of its participating

employers, employees, or beneficiaries for

any cause relating to the business of the

multiple employer welfare arrangement;

(3)  to have a seal which may be

altered at pleasure and to use the seal by

causing it or a facsimile of it to be

impressed, affixed, or otherwise reproduced;

(4)  to appoint such officers and

agents as the business of the multiple

employer welfare arrangement shall

require . . . ;

(5)  to make, alter, amend, and

repeal bylaws for the regulation and

government of its affairs; and

(6)  to conduct its business in

this state, other states, the District of

Columbia, the territories and colonies of the

United States, and foreign countries and

their territories and colonies; to have one

or more offices out of this state; and to

acquire, purchase, hold, mortgage, pledge,

assign, transfer, and convey real and

personal property subject to the provisions

of this subchapter.

Revisor's Note

(1)  Subdivision (2), V.T.I.C. Article

3.95-6, provides that a multiple employer

welfare arrangement may "complain and defend

in any court of law or equity."  The revised

law omits "of law or equity" as unnecessary



because that term is included within the

meaning of "any court." 

(2)  Subdivision (2), V.T.I.C. Article

3.95-6, refers to "proceedings before any

board or commission or other public body." 

The references to "board" and "commission"

are omitted from the revised law because

those terms are included within the meaning

of "public body." 

(3)  Subdivision (5), V.T.I.C. Article

3.95-6, grants a multiple employer welfare

arrangement the power "to make, alter, amend,

and repeal bylaws for the regulation and

government of its affairs."  The revised law

substitutes "adopt" for "make" and "alter"

because "make" and "alter" are included

within the meaning of "adopt."  The revised

law omits the reference to "regulation"

because, in context, "regulation" is included

within the meaning of "government." 

(4)  Subdivision (6), V.T.I.C. Article

3.95-6, refers to "the District of Columbia,

[and] the territories and colonies of the

United States."  The quoted language is

omitted because under Section 311.005(7),

Government Code (Code Construction Act),

"state," when referring to a part of the

United States, includes a district,

commonwealth, territory, or insular

possession of the United States.  The

definition applies to the revised law.

(5)  Subdivision (6), V.T.I.C. Article

3.95-6, grants a multiple employer welfare

arrangement the power "to acquire, purchase,

hold, mortgage, pledge, assign, transfer, and

convey real and personal property."  The

revised law omits the reference to "purchase"

because that term is included within the

meaning of "acquire."  The revised law also

omits "convey" because that term is included

within the meaning of "transfer." 

Revised Law

Sec. 846.152.  FILING OF ORGANIZATIONAL DOCUMENTS. A

multiple employer welfare arrangement shall file with the

commissioner its organizational documents and all appurtenant

amendments before those documents take effect.  (V.T.I.C.

Art. 3.95-7, Subsec. (a).) 



Source Law

Art. 3.95-7. (a)  The articles or

bylaws, or trust agreement, as applicable, of

the multiple employer welfare arrangement and

all appurtenant amendments shall be filed

with the commissioner before becoming

operative.

Revised Law

Sec. 846.153.  REQUIRED FILINGS. (a)  A multiple employer

welfare arrangement engaging in business in this state shall file

the following with the commissioner on forms approved by the

commissioner:

(1)  a financial statement audited by a certified

public accountant;

(2)  an actuarial opinion prepared and certified by an

actuary who is:

(A)  not an employee of the arrangement; and

(B)  a fellow of the Society of Actuaries, a

member of the American Academy of Actuaries, or an enrolled

actuary under the Employee Retirement Income Security Act of 1974

(29 U.S.C. Section 1001 et seq.); and

(3)  any modified terms of a plan document together

with a certification from the trustees that the changes are in

compliance with the minimum requirements of this chapter.

(b)  A multiple employer welfare arrangement shall file the

financial statement and the actuarial opinion required by

Subsection (a) within 90 days of the end of the fiscal year.

(c)  The actuarial opinion required under Subsection (a)

must include:

(1)  a description of the actuarial soundness of the

multiple employer welfare arrangement, including any actions

recommended to improve the actuarial soundness of the

arrangement;

(2)  the amount of cash reserves recommended to be

maintained by the arrangement; and

(3)  the level of specific and aggregate stop-loss

insurance recommended to be maintained by the arrangement. 

(V.T.I.C. Art. 3.95-8, Subsec. (a) (part).) 

Source Law

Art. 3.95-8. (a)  Each multiple employer

welfare arrangement transacting business in

this state shall file the following with the

commissioner on forms approved by the

commissioner:

(1)  within 90 days of the end of



the fiscal year, financial statements audited

by a certified public accountant;

(2)  within 90 days of the end of

the fiscal year, an actuarial opinion

prepared and certified by an actuary who is

not an employee of the multiple employer

welfare arrangement and who is a fellow of

the Society of Actuaries, a member of the

American Academy of Actuaries, or an enrolled

actuary under the Employee Retirement Income

Security Act of 1974 (29 U.S.C. Section 1001

et seq.); and

(3)  any modified terms of a plan

document along with a certification from the

trustees that any changes are in compliance

with the minimum requirements of this

subchapter. The actuarial opinion shall

include:

(A)  a description of the

actuarial soundness of the multiple employer

welfare arrangement, including any

recommended actions that the multiple

employer welfare arrangement should take to

improve its actuarial soundness;

(B)  the recommended amount of

cash reserves the multiple employer welfare

arrangement should maintain . . . and

(C)  the recommended level of

specific and aggregate stop-loss insurance

the multiple employer welfare arrangement

should maintain.

Revised Law

Sec. 846.154.  CASH RESERVE REQUIREMENTS. (a)  The amount of

cash reserves recommended under Section 846.153(c)(2) may not be

less than the greater of:

(1)  20 percent of the total contributions in the

preceding plan year; or

(2)  20 percent of the total estimated contributions

for the current plan year.

(b)  Cash reserves required by this section must be:

(1)  computed with proper actuarial regard for:

(A)  known claims, paid and outstanding;

(B)  a history of incurred but not reported

claims;

(C)  claims handling expenses;

(D)  unearned premium;

(E)  an estimate for bad debts;



(F)  a trend factor; and

(G)  a margin for error; and

(2)  maintained in cash or federally guaranteed

obligations of less than five-year maturity that have a fixed or

recoverable principal amount or in other investments as the

commissioner may authorize by rule.  (V.T.I.C. Art. 3.95-8,

Subsecs. (a) (part), (b) (part).) 

Source Law

Art. 3.95-8. (a)  . . .

[(B)  the recommended amount

of cash reserves the multiple employer

welfare arrangement should maintain] which

shall not be less than the greater of 20

percent of the total contributions in the

preceding plan year or 20 percent of the

total estimated contributions for the current

plan year; cash reserves shall be calculated

with proper actuarial regard for known

claims, paid and outstanding, a history of

incurred but not reported claims, claims

handling expenses, unearned premium, an

estimate for bad debts, a trend factor, and a

margin for error; cash reserves required by

this article shall be maintained in cash or

federally guaranteed obligations of less than

five-year maturity that have a fixed or

recoverable principal amount or such other

investments as the commissioner or board may

authorize by rule; . . .

(b)  . . . The cash reserves required by

this article shall be maintained in cash or

federally guaranteed obligations of less than

five-year maturity that have a fixed or

recoverable principal amount or such other

investments as the commissioner or board may

authorize by rule.

Revised Law

Sec. 846.155.  ADJUSTMENT OF CONTRIBUTIONS. If the

recommended cash reserves required by Section 846.154(a) exceed

the greater of 40 percent of the total contributions for the

preceding plan year or 40 percent of the total contributions

expected for the current plan year, the contributions may be

reduced to fund less than 100 percent of the aggregate retention

plus all other costs of the multiple employer welfare

arrangement, but not less than the level of contributions

necessary to fund the minimum reserves required under Section



846.154(a).  (V.T.I.C. Art. 3.95-2, Subsec. (d) (part).) 

Source Law

(d)  . . . 

(11)  if the reserves required by

Subsection (a)(2)(B), Article 3.95-8, of this

code exceed the greater of 40 percent of the

total contributions for the preceding plan

year or 40 percent of the total contributions

expected for the current plan year, the

contributions may be reduced to fund less

than 100 percent of the aggregate retention

plus all other costs of the multiple employer

welfare arrangement, but in no event less

than the level of contributions necessary to

fund the minimum reserves required under

Subsection (a)(2)(B), Article 3.95-8, of this

code; . . . .

Revised Law

Sec. 846.156.  WAIVER OR REDUCTION OF REQUIRED STOP-LOSS

INSURANCE OR CASH RESERVES. On the application of a multiple

employer welfare arrangement, the commissioner may waive or

reduce the requirement for aggregate stop-loss insurance coverage

and the amount of recommended cash reserves required by Section

846.154(a) on a determination that the interests of the

participating employers and employees are adequately protected. 

(V.T.I.C. Art. 3.95-8, Subsec. (d).) 

Source Law

(d)  On application of a multiple

employer welfare arrangement, the

commissioner may waive or reduce the

requirement for aggregate stop-loss coverage

and the amount of reserves required by

Subsection (a)(2)(B) of this article on a

determination that the interests of the

participating employers and employees are

adequately protected.

Revised Law

Sec. 846.157.  RENEWAL OF CERTIFICATE; ADDITIONAL ACTUARIAL

REVIEW. (a)  The commissioner shall review the forms required by

Section 846.153 and shall renew a multiple employer welfare

arrangement's certificate of authority unless the commissioner

determines that the arrangement does not comply with this

chapter.

(b)  On a finding of good cause, the commissioner may order



an actuarial review of a multiple employer welfare arrangement in

addition to the actuarial opinion required by Section 846.153(a). 

The arrangement shall pay the cost of the additional actuarial

review.

(c)  If the commissioner determines that a multiple employer

welfare arrangement does not comply with this chapter, the

commissioner may order the arrangement to correct the

deficiencies. The commissioner may take any action against the

multiple employer welfare arrangement authorized by this code if

the arrangement does not initiate immediate corrective action. 

(V.T.I.C. Art. 3.95-8, Subsecs. (b) (part), (c), (e).) 

Source Law

(b)  The commissioner shall review the

forms required by Subsection (a) of this

article.  The commissioner shall renew a

multiple employer welfare arrangement's

certificate of authority unless the

commissioner finds that the multiple employer

welfare arrangement does not meet the

requirements of this subchapter. . . .

(c)  On a finding of good cause, the

commissioner may order an actuarial review of

a multiple employer welfare arrangement in

addition to the actuarial opinion required by

Subsection (a)(2) of this article.  The cost

of any such additional actuarial review shall

be paid by the multiple employer welfare

arrangement.

(e)  If the commissioner determines that

a multiple employer welfare arrangement does

not comply with the requirements established

in this subchapter, the commissioner may

order the multiple employer welfare

arrangement to correct the deficiencies.  If

the multiple employer welfare arrangement

does not initiate immediate corrective

action, the commissioner may take any action

against the multiple employer welfare

arrangement that is authorized by this code.

Revised Law

Sec. 846.158.  EXAMINATION OF MULTIPLE EMPLOYER WELFARE

ARRANGEMENTS. (a)  The commissioner or the commissioner's

appointee may examine the affairs of any multiple employer

welfare arrangement.

(b)  For the purposes of this section the commissioner:



(1)  shall have free access to all the books, records,

and documents that relate to the business of the plan; and

(2)  may examine under oath a board member, officer,

agent, or employee of the multiple employer welfare arrangement

in relation to the affairs, transactions, and conditions of the

arrangement.

(c)  Each multiple employer welfare arrangement shall pay

the expenses of the examination as provided by Article 1.16. 

(V.T.I.C. Art. 3.95-9.) 

Source Law

Art. 3.95-9. The commissioner or any

person appointed by the commissioner shall

have the power to examine the affairs of any

multiple employer welfare arrangement and for

such purposes shall have free access to all

the books, records, and documents that relate

to the business of the plan and may examine

under oath its trustees or directors,

officers, agents, and employees in relation

to the affairs, transactions, and conditions

of the multiple employer welfare arrangement. 

Expenses of examination shall be paid by each

multiple employer welfare arrangement as

provided in Article 1.16 of this code.

Revised Law

Sec. 846.159.  NAME OF MULTIPLE EMPLOYER WELFARE

ARRANGEMENT. (a)  A multiple employer welfare arrangement shall

transact business under the arrangement's own name and may not

adopt any assumed name. An arrangement may not use a name that is

the same as or closely resembles the name of any other

arrangement that:

(1)  possesses a certificate of authority; and

(2)  is engaged in business in this state.

(b)  A multiple employer welfare arrangement may change its

name by:

(1)  amending the articles of the arrangement; or

(2)  taking a new name with the approval of the

commissioner. (V.T.I.C. Art. 3.95-5 (part).) 

Source Law

Art. 3.95-5. No multiple employer

welfare arrangement authorized under this

subchapter shall take any name which is the

same as or closely resembles the name of any

other multiple employer welfare arrangement

possessing a certificate of authority and



doing business in this state.  A multiple

employer welfare arrangement shall transact

its business under its own name and shall not

adopt any assumed name, except that a

multiple employer welfare arrangement by

amending its articles may change its name or

take a new name with the approval of the

commissioner. . . .

Revised Law

Sec. 846.160.  EVIDENCE OF EXISTENCE. A certified copy of

the multiple employer welfare arrangement's certificate of

authority is prima facie evidence of the existence of the

arrangement in a legal proceeding. (V.T.I.C. Art. 3.95-5 (part).) 

Source Law

Art. 3.95-5. . . . Whenever it shall be

necessary in any legal proceeding to prove

the existence of a multiple employer welfare

arrangement, a certified copy of the multiple

employer welfare arrangement's certificate of

authority shall be prima facie evidence of

the existence of the multiple employer

welfare arrangement.

[Sections 846.161-846.200 reserved for expansion]

SUBCHAPTER E.  PROVISION OF COVERAGE

Revised Law

Sec. 846.201.  BENEFITS ALLOWED. (a)  A multiple employer

welfare arrangement may only provide one or more of the

following:

(1)  medical, dental, vision, surgical, or hospital

care;

(2)  benefits in the event of sickness, accident,

disability, or death;

(3)  another benefit authorized to be provided by

health insurers in this state; and

(4)  prepaid legal services.

(b)  Except as otherwise limited by the Employee Retirement

Income Security Act of 1974 (29 U.S.C. Section 1001 et seq.), a

multiple employer welfare arrangement may only provide benefits

to:

(1)  active or retired owners, officers, directors, or

employees of or partners in participating employers; and

(2)  the beneficiaries of a person described by

Subdivision (1). (V.T.I.C. Art. 3.95-4.) 



Source Law

Art. 3.95-4. (a)  A multiple employer

welfare arrangement authorized under this

subchapter shall be limited to providing any

one or more of the following:

(1)  medical, dental, optical,

surgical, or hospital care;

(2)  benefits in the event of

sickness, accident, disability, or death;

(3)  any other benefit authorized

for health insurers in this state; and

(4)  prepaid legal services.

(b)  A multiple employer welfare

arrangement may only provide benefits to

active or retired owners, officers,

directors, or employees of or partners in

participating employers, or the beneficiaries

of such persons, except as may otherwise be

limited by provisions of the Employee

Retirement Income Security Act of 1974 (29

U.S.C. Section 1001 et seq.).

Revisor's Note

Subsection (a)(1), V.T.I.C. Article

3.95-4, refers to "optical" care.  The

revised law substitutes the term "vision" for

"optical" because that is the more commonly

used term in this context.

Revised Law

Sec. 846.202.  PREEXISTING CONDITION PROVISION. (a)  In this

section, "creditable coverage" has the meaning assigned by

Section 3, Article 21.52G, as added by Chapter 955, Acts of the

75th Legislature, Regular Session, 1997.

(b)  A preexisting condition provision in a multiple

employer welfare arrangement's plan document may apply only to

coverage for a disease or condition for which medical advice,

diagnosis, care, or treatment was recommended or received during

the six months before the earlier of:

(1)  the effective date of coverage; or

(2)  the first day of the waiting period.

(c)  A preexisting condition provision in a multiple

employer welfare arrangement's plan document may not apply to

expenses incurred on or after the expiration of the 12 months

following the initial effective date of coverage of the

participating employee, dependent, or late-participating employee

or dependent.

(d)  A preexisting condition provision in a multiple



employer welfare arrangement's plan document may not apply to an

individual who was continuously covered for an aggregate period

of 12 months under creditable coverage that was in effect until a

date not more than 63 days before the effective date of coverage

under the health benefit plan, excluding any waiting period.

(e)  In determining whether a preexisting condition

provision applies to an individual covered by a multiple employer

welfare arrangement's plan document, the  arrangement shall

credit the time the individual was covered under previous

creditable coverage if the previous coverage was in effect at any

time during the 12 months preceding the effective date of

coverage under the arrangement. If the previous coverage was

issued under a health benefit plan, any waiting period that

applied before that coverage became effective must also be

credited against the preexisting condition provision period. 

(V.T.I.C. Art. 3.95-1, Subdiv. (3); Arts. 3.95-1.5, 3.95-4.8,

Subsecs. (a), (b), (e), (f).) 

Source Law

[Art. 3.95-1] 

(3)  "Creditable coverage" means

coverage described by Article 3.95-1.5 of

this code.

Art. 3.95-1.5. (a)  An individual's

coverage is creditable for purposes of this

subchapter if the coverage is provided under:

(1)  a self-funded or self-insured

employee welfare benefit plan that provides

health benefits and that is established in

accordance with the Employee Retirement

Income Security Act of 1974 (29 U.S.C.

Section 1001 et seq.);

(2)  a group health benefit plan

provided by a health insurance carrier or

health maintenance organization;

(3)  an individual health insurance

policy or evidence of coverage;

(4)  Part A or Part B of Title

XVIII of the Social Security Act (42 U.S.C.

Section 1395c et seq.);

(5)  Title XIX of the Social

Security Act (42 U.S.C. Section 1396 et

seq.), other than coverage consisting solely

of benefits under Section 1928 of that Act

(42 U.S.C. Section 1396s);

(6)  Chapter 55, Title 10, United

States Code (10 U.S.C. Section 1071 et seq.);



(7)  a medical care program of the

Indian Health Service or of a tribal

organization;

(8)  a state health benefits risk

pool;

(9)  a health plan offered under

Chapter 89, Title 5, United States Code (5

U.S.C. Section 8901 et seq.);

(10)  a public health plan as

defined by federal regulations; or

(11)  a health benefit plan under

Section 5(e), Peace Corps Act (22 U.S.C.

Section 2504(e)).

(b)  Creditable coverage does not

include:

(1)  accident-only or disability

income insurance, or a combination of

accident-only and disability income

insurance;

(2)  coverage issued as a

supplement to liability insurance;

(3)  liability insurance, including

general liability insurance and automobile

liability insurance;

(4)  workers' compensation or

similar insurance;

(5)  automobile medical payment

insurance;

(6)  credit-only insurance;

(7)  coverage for on-site medical

clinics;

(8)  other coverage that is:

(A)  similar to the coverage

described by this subsection under which

benefits for medical care are secondary or

incidental to other insurance benefits; and

(B)  specified in federal

regulations;

(9)  coverage that provides

limited-scope dental or vision benefits;

(10)  long-term care coverage or

benefits, nursing home care coverage or

benefits, home health care coverage or

benefits, community-based care coverage or

benefits, or any combination of those

coverages or benefits;

(11)  coverage that provides other

limited benefits specified by federal



regulations;

(12)  coverage for a specified

disease or illness;

(13)  hospital indemnity or other

fixed indemnity insurance; or

(14)  Medicare supplemental health

insurance as defined under Section

1882(g)(1), Social Security Act (42 U.S.C.

Section 1395ss), coverage supplemental to the

coverage provided under Chapter 55, Title 10,

United States Code (10 U.S.C. Section 1071 et

seq.), and similar supplemental coverage

provided under a group plan.

Art. 3.95-4.8. (a)  A preexisting

condition provision in a multiple employer

welfare arrangement's plan document may not

apply to an expense incurred on or after the

expiration of the 12 months following the

initial effective date of coverage of the

participating employee, dependent, or

late-participating employee.

(b)  A preexisting condition provision

in a multiple employer welfare arrangement's

plan document may not apply to coverage for a

disease or condition other than a disease or

condition for which medical advice,

diagnosis, care, or treatment was recommended

or received during the six months before the

earlier of:

(1)  the effective date of

coverage; or

(2)  the first day of the waiting

period.

(e)  A preexisting condition provision

in a multiple employer welfare arrangement's

plan document may not apply to an individual

who was continuously covered for an aggregate

period of 12 months under creditable coverage

that was in effect up to a date not more than

63 days before the effective date of coverage

under the health benefit plan, excluding any

waiting period.

(f)  In determining whether a

preexisting condition provision applies to an

individual covered by a multiple employer

welfare arrangement's plan document, the



multiple employer welfare arrangement shall

credit the time the individual was covered

under previous creditable coverage if the

previous coverage was in effect at any time

during the 12 months preceding the effective

date of coverage under the multiple employer

welfare arrangement.  If the previous

coverage was issued under a health benefit

plan, any waiting period shall also be

credited to the preexisting condition

provision period.

Revisor's Note

(1)  Subdivision (3), V.T.I.C. Article

3.95-1, defines "creditable coverage" to mean

coverage "described by Article 3.95-1.5 of

this code."  That definition of "creditable

coverage" was adopted by Chapter 955, Acts of

the 75th Legislature, Regular Session, 1997. 

A substantially identical definition appeared

three times in Chapter 955, in sections

amending Chapter 26, Insurance Code, adding

Article 21.52G, Insurance Code, and adding

Article 3.95-1.5, Insurance Code.  The intent

of the legislature in enacting Chapter 955

was to implement federal requirements on

health insurance portability and

availability; the use of the same definition

in three different articles was to ensure

compliance with the federal requirements.

(2)  Subsection (f), V.T.I.C. Article

3.95-4.8, refers to "any waiting

period . . . ."  The revised law expands the

reference to "any waiting period that applied

before that coverage became effective" for

clarity and to conform to other similar

provisions in this code.

Revised Law

Sec. 846.203.  TREATMENT OF CERTAIN CONDITIONS AS

PREEXISTING PROHIBITED. (a) A multiple employer welfare

arrangement may not treat genetic information as a preexisting

condition described by Section 846.202 in the absence of a

diagnosis of the condition related to the information.

(b)  A multiple employer welfare arrangement may not treat

pregnancy as a preexisting condition described by Section

846.202.  (V.T.I.C. Art. 3.95-4.8, Subsecs. (c), (d).) 



Source Law

(c)  A multiple employer welfare

arrangement shall not treat genetic

information as a preexisting condition

described by Subsection (b) of this article

in the absence of a diagnosis of the

condition related to the information.

(d)  A multiple employer welfare

arrangement shall not treat a pregnancy as a

preexisting condition described by Subsection

(b) of this article.

Revised Law

Sec. 846.204.  WAITING PERIOD PERMITTED. Sections 846.202

and 846.203 do not preclude application of a waiting period that

applies to all new participating employees under the health

benefit plan in accordance with the terms of the multiple

employer welfare arrangement's plan document.  (V.T.I.C.

Art. 3.95-4.8, Subsec. (g).) 

Source Law

(g)  This article does not preclude

application of any waiting period applicable

to all new participating employees under the

health benefit plan in accordance with the

terms of the multiple employer welfare

arrangement's plan document.

Revised Law

Sec. 846.205.  CERTAIN LIMITATIONS OR EXCLUSIONS OF COVERAGE

PROHIBITED. (a)  A multiple employer welfare arrangement's plan

document may not limit or exclude, by use of a rider or amendment

applicable to a specific individual, coverage by type of illness,

treatment, medical condition, or accident.

(b)  This section does not preclude a multiple employer

welfare arrangement from limiting or excluding coverage for a

preexisting condition in accordance with Section  846.202.

(V.T.I.C. Art. 3.95-4.1, Subsec. (m).) 

Source Law

(m)  A multiple employer welfare

arrangement's plan document may not, by use

of a rider or amendment applicable to a

specific individual, limit or exclude

coverage by type of illness, treatment,

medical condition, or accident, except for

preexisting conditions as permitted under



Article 3.95-4.8 of this code.

Revised Law

Sec. 846.206.  RENEWABILITY OF COVERAGE; CANCELLATION. (a)

Except as provided by Section 846.207, a multiple employer

welfare arrangement shall renew the health benefit plan, at the

employer's option, unless:

(1)  a contribution has not been paid as required by

the terms of the plan;

(2)  the employer has committed fraud or has

intentionally misrepresented a material fact;

(3)  the employer has not complied with the terms of

the health benefit plan document;

(4)  the health benefit plan is ceasing to offer any

coverage in a geographic area; or

(5)  there has been a failure to meet the terms of an

applicable collective bargaining agreement or other agreement

requiring or authorizing contributions to the health benefit

plan, including a failure to renew the agreement or to employ

employees covered by the agreement.

(b)  A multiple employer welfare arrangement may refuse to

renew the coverage of a participating employee or dependent for

fraud or intentional misrepresentation of a material fact by that

person.

(c)  A multiple employer welfare arrangement may not cancel

a health benefit plan except for a reason specified for refusal

to renew under Subsection (a). An arrangement may not cancel the

coverage of a participating employee or dependent except for a

reason specified for refusal to renew under Subsection (b). 

(V.T.I.C. Art. 3.95-4.3.) 

Source Law

Art. 3.95-4.3. (a)  Except as provided

by Article 3.95-4.4 of this code, a multiple

employer welfare arrangement shall renew the

health benefit plan, at the option of the

employer, unless:

(1)  a contribution has not been

paid as required by the terms of the plan;

(2)  the employer has committed

fraud or intentional misrepresentation of a

material fact;

(3)  the employer has not complied

with the terms of the health benefit plan

document;

(4)  the plan is ceasing to offer

any coverage in a geographic area; or

(5)  there has been a failure to:



(A)  meet the terms of an

applicable collective bargaining agreement or

other agreement requiring or authorizing

contributions to the plan;

(B)  renew the agreement; or

(C)  employ employees covered

by the agreement.

(b)  A multiple employer welfare

arrangement may refuse to renew the coverage

of a participating employee or dependent for

fraud or intentional misrepresentation of a

material fact by that individual.

(c)  A multiple employer welfare

arrangement may not cancel a health benefit

plan except for the reasons specified for

refusal to renew under Subsection (a)  of

this article.  A multiple employer welfare

arrangement may not cancel the coverage of a

participating employee or dependent except

for the reasons specified for refusal to

renew under Subsection (b) of this article.

Revised Law

Sec. 846.207.  REFUSAL TO RENEW. (a)  A multiple employer

welfare arrangement may elect to refuse to renew all health

benefit plans delivered or issued for delivery by the arrangement

in this state.  The arrangement shall notify:

(1)  the commissioner of the election not later than

the 180th day before the date coverage under the first health

benefit plan terminates under this subsection; and

(2)  each affected employer not later than the 180th

day before the date on which coverage terminates for that

employer.

(b)  A multiple employer welfare arrangement that elects

under this section to refuse to renew all health benefit plans

may not write a health benefit plan in this state before the

fifth anniversary of the date notice is delivered to the

commissioner under Subsection (a).

(c)  A multiple employer welfare arrangement may elect to

discontinue a health benefit plan only if the arrangement:

(1)  provides notice to each employer of the

discontinuation before the 90th day preceding the date of the

discontinuation of the plan;

(2)  offers to each employer the option to purchase

coverage under another health benefit plan offered by the

arrangement; and

(3)  acts uniformly without regard to the claims

experience of the employer or any health status related factor of



participating employees or dependents or new employees or

dependents who may become eligible for the coverage.  (V.T.I.C. 

Art. 3.95-4.4.) 

Source Law

Art. 3.95-4.4. (a)  A multiple employer

welfare arrangement may elect to refuse to

renew all health benefit plans delivered or

issued for delivery by the multiple employer

welfare arrangement in this state.  The

multiple employer welfare arrangement shall

notify the commissioner of the election not

later than the 180th day before the date

coverage under the first health benefit plan

terminates under this subsection.

(b)  The multiple employer welfare

arrangement shall notify each affected

employer not later than the 180th day before

the date on which coverage terminates for

that employer.

(c)  A multiple employer welfare

arrangement that elects under Subsection (a)

of this article to refuse to renew all health

benefit plans in this state may not write a

health benefit plan in this state before the

fifth anniversary of the date on which notice

is delivered to the commissioner under

Subsection (a) of this article.

(d)  A multiple employer welfare

arrangement may elect to discontinue a plan

only if the multiple employer welfare

arrangement:

(1)  provides notice to each

employer of the discontinuation before the

90th day preceding the date of the

discontinuation of the plan;

(2)  offers to each employer the

option to purchase another plan offered by

the multiple employer welfare arrangement;

and

(3)  acts uniformly without regard

to the claims experience of the employer or

any health status related factor of

participating employees or dependents or new

employees or dependents who may become

eligible for the coverage.



Revised Law

Sec. 846.208.  NOTICE TO COVERED PERSONS. (a)  A multiple

employer welfare arrangement that cancels or refuses to renew

coverage under a health benefit plan under Section 846.206 or

Section 846.207 shall notify the employer of the cancellation of

or refusal to renew coverage not later than the 30th day before

the date termination of coverage is effective.  The employer is

responsible for notifying participating employees of the

cancellation of or refusal to renew coverage.

(b)  The notice provided under this section is in addition

to any other notice required by Section 846.206 or Section

846.207. (V.T.I.C. Art. 3.95-4.5.) 

Source Law

Art. 3.95-4.5. (a)  Not later than the

30th day before the date on which termination

of coverage is effective, a multiple employer

welfare arrangement that cancels or refuses

to renew coverage under a health benefit plan

under Article 3.95-4.3 or 3.95-4.4 of this

code shall notify the employer of the

cancellation or refusal to renew.  It is the

responsibility of the employer to notify

participating employees of the cancellation

or refusal to renew the coverage.

(b)  The notice provided under this

article is in addition to any other notice

required by Article 3.95-4.3 or 3.95-4.4 of

this code.

Revised Law

Sec. 846.209.  WRITTEN STATEMENT OF DENIAL, CANCELLATION, OR

REFUSAL TO RENEW. Denial by a multiple employer welfare

arrangement of an application for coverage from an employer or

cancellation of or refusal to renew must:

(1)  be in writing; and

(2)  state the reason or reasons for the denial,

cancellation, or refusal to renew.  (V.T.I.C. Art. 3.95-4.9.) 

Source Law

Art. 3.95-4.9. Denial by a multiple

employer welfare arrangement of an

application for coverage from an employer or

cancellation or refusal to renew must be in

writing and must state the reason or reasons

for the denial, cancellation, or refusal.

[Sections 846.210-846.250 reserved for expansion]



SUBCHAPTER F.  PARTICIPATION IN COVERAGE

Revised Law

Sec. 846.251.  PARTICIPATION CRITERIA. Participation

criteria may not be based on health status related factors.

(V.T.I.C. Art. 3.95-1, Subdiv. (10) (part); Art. 3.95-4.1,

Subsec. (a) (part).) 

Source Law

[Art. 3.95-1] 

(10)  . . .  Such criteria or rules

may not be based on health status related

factors.

[Art. 3.95-4.1]

(a)  . . . The participation criteria

may not be based on health status related

factors.

Revised Law

Sec. 846.252.  COVERAGE REQUIREMENTS. (a)  A multiple

employer welfare arrangement:

(1)  may refuse to provide coverage to an employer in

accordance with the arrangement's underwriting standards and

criteria;

(2)  shall accept or reject the entire group of

individuals who meet the participation criteria and who choose

coverage; and

(3)  may exclude only those employees or dependents who

have declined coverage.

(b)  On issuance of coverage to an employer, each multiple

employer welfare arrangement shall provide coverage to the

employees who meet the participation criteria without regard to

an individual's health status related factors.  (V.T.I.C.

Art. 3.95-4.1, Subsecs. (a) (part), (b) (part).) 

Source Law

Art. 3.95-4.1. (a)  A multiple employer

welfare arrangement may refuse to provide

coverage to an employer in accordance with

the multiple employer welfare arrangement's

underwriting standards and criteria. 

However, on issuance of coverage to an

employer, each multiple employer welfare

arrangement shall provide coverage to the

employees who meet the participation criteria

established by the terms of the plan document

without regard to an individual's health



status related factors. . . .

(b)  The multiple employer welfare

arrangement shall accept or reject the entire

group of individuals who meet the

participation criteria and who choose

coverage and may exclude only those employees

or dependents who have declined

coverage. . . .

Revised Law

Sec. 846.253.  PROHIBITION ON EXCLUSION OF ELIGIBLE EMPLOYEE

OR DEPENDENT. A multiple employer welfare arrangement may not

exclude an employee who meets the participation criteria or an

eligible dependent, including a late-participating employee or

dependent, who would otherwise be covered. (V.T.I.C.

Art. 3.95-4.1, Subsec. (l).) 

Source Law

(l)  A multiple employer welfare

arrangement may not exclude an employee who

meets the participation criteria or an

eligible dependent, including a

late-participating employee, who would

otherwise be covered.

Revised Law

Sec. 846.254.  WRITTEN NOTICE TO EMPLOYEES COVERED. A

multiple employer welfare arrangement, in connection with an

employee welfare benefit plan, shall provide to each

participating employee covered by the plan a written notice at

the time the employee's coverage becomes effective that states

that:

(1)  individuals covered by the plan are only partially

insured; and

(2)  if the plan or the arrangement does not ultimately

pay medical expenses that are eligible for payment under the plan

for any reason, the participating employer or its participating

employee covered by the plan may be liable for those expenses.

(V.T.I.C. Art. 3.95-12.) 

Source Law

Art. 395-12. A multiple employer welfare

arrangement, in connection with an employee

welfare benefit plan, shall provide to each

participating employee covered by the plan

the following written notice at the time his

or her coverage becomes effective:

(1)  that individuals covered by



the plan are only partially insured; and

(2)  that in the event the plan or

the multiple employer welfare arrangement

does not ultimately pay medical expenses that

are eligible for payment under the plan for

any reason, the participating employer or its

participating employee covered by the plan

may be liable for those expenses.

Revised Law

Sec. 846.255.  DECLINING COVERAGE. (a)  A multiple employer

welfare arrangement shall obtain a written waiver from each

employee who meets the participation criteria and declines

coverage under a health plan offered to an employer.  The waiver

must ensure that the employee was not induced or pressured to

decline coverage because of the employee's health status related

factors.

(b)  A multiple employer welfare arrangement may not provide

coverage to an employer or the employees of an employer if the

arrangement or an agent for the arrangement knows that the

employer has induced or pressured an employee who meets the

participation criteria or a dependent of the employee to decline

coverage because of that individual's health status related

factors. (V.T.I.C. Art. 3.95-4.1, Subsecs. (c), (d).) 

Source Law

(c)  The multiple employer welfare

arrangement shall obtain a written waiver for

each employee who meets the participation

criteria and who declines coverage under a

health plan offered to an employer.  The

waiver must ensure that the employee was not

induced or pressured into declining coverage

because of the employee's health status

related factors.

(d)  A multiple employer welfare

arrangement may not provide coverage to an

employer or the employees of an employer if

the multiple employer welfare arrangement or

an agent for the multiple employer welfare

arrangement knows that the employer has

induced or pressured an employee who meets

the participation criteria or a dependent of

the employee to decline coverage because of

that individual's health status related

factors.



Revised Law

Sec. 846.256.  MINIMUM CONTRIBUTION OR PARTICIPATION

REQUIREMENTS. (a)  A multiple employer welfare arrangement may

require an employer to meet minimum contribution or participation

requirements as a condition of issuance and renewal of coverage

in accordance with the terms of the arrangement's plan document.

(b)  The minimum contribution and participation requirements

must be stated in the plan document and must be applied uniformly

to each employer offered or issued coverage by the multiple

employer welfare arrangement in this state. (V.T.I.C.

Art. 3.95-4.1, Subsec. (e).) 

Source Law

(e)  A multiple employer welfare

arrangement may require an employer to meet

minimum contribution or participation

requirements as a condition of issuance and

renewal in accordance with the terms of the

multiple employer welfare arrangement's plan

document.  Those requirements shall be stated

in the plan document and shall be applied

uniformly to each employer offered or issued

coverage by the multiple employer welfare

arrangement in this state.

Revised Law

Sec. 846.257.  ENROLLMENT; WAITING PERIOD. (a)  The initial

enrollment period for employees meeting the participation

criteria must be at least 31 days, with a 31-day annual open

enrollment period.  The enrollment period must consist of an

entire calendar month, beginning on the first day of the month

and ending on the last day of the month.  If the month is

February, the period must last through March 2.

(b)  A multiple employer welfare arrangement may establish a

waiting period.

(c)  A new employee who meets the participation criteria may

not be denied coverage if the application for coverage is

received by the multiple employer welfare arrangement not later

than the 31st day after the later of:

(1)  the date on which the employment begins; or

(2)  the date on which the waiting period established

under Subsection (b) expires.

(d)  If dependent coverage is offered to participating

employees under the terms of a multiple employer welfare

arrangement's plan document:

(1)  the initial enrollment period for the dependents

must be at least 31 days, with a 31-day annual open enrollment

period; and



(2)  a dependent of a new employee meeting the

participation criteria established by the arrangement may not be

denied coverage if the application for coverage is received by

the arrangement not later than the 31st day after the later of:

(A)  the date on which the employment begins;

(B)  the date on which the waiting period

established under Subsection (b) expires; or

(C)  the date on which the dependent becomes

eligible for enrollment.

(e)  A late-participating employee or dependent may be

excluded from coverage until the next annual open enrollment

period and may be subject to a one-year preexisting condition

provision as described by Section 846.202.  The period during

which a preexisting condition provision applies may not exceed 18

months after the date of the initial application. (V.T.I.C.

Art. 3.95-4.1, Subsecs. (f), (g), (h), (i), (j), (k).) 

Source Law

(f)  The initial enrollment period for

employees meeting the participation criteria

must be at least 31 days, with a 31-day

annual open enrollment period.  Such

enrollment period shall consist of an entire

calendar month, beginning on the first day of

the month and ending on the last day of the

month.  If the month is February, the period

shall last through March 2.

(g)  If dependent coverage is offered to

participating employees under the terms of a

multiple employer welfare arrangement's plan

document, the initial enrollment period for

the dependents must be at least 31 days, with

a 31-day annual open enrollment period.

(h) A multiple employer welfare

arrangement may establish a waiting period

during which a new employee is not eligible

for coverage in accordance with the terms of

the plan document.

(i)  A new employee who meets the

participation criteria may not be denied

coverage if the application for coverage is

received by the multiple employer welfare

arrangement not later than the 31st day after

the later of:

(1)  the date on which the

employment begins; or

(2)  the date on which the waiting

period established under this article



expires.

(j)  If dependent coverage is offered

under the terms of a multiple employer

welfare arrangement's plan document, a

dependent of a new employee meeting the

participation criteria established by the

multiple employer welfare arrangement may not

be denied coverage if the application for

coverage is received by the multiple employer

welfare arrangement not later than the 31st

day after the later of:

(1)  the date on which the

employment begins;

(2)  the date on which the waiting

period established under this article

expires; or

(3)  the date on which the

dependent becomes eligible for enrollment.

(k)  A late-participating employee may

be excluded from coverage until the next

annual open enrollment period and may be

subject to a 12-month preexisting condition

provision as described by Article 3.95-4.8 of

this code.  The period during which a

preexisting condition provision applies may

not exceed 18 months from the date of the

initial application.

Revisor's Note

Subsection (h), V.T.I.C. Article

3.95-4.1, provides that a multiple employer

welfare arrangement may establish a waiting

period "during which a new employee is not

eligible for coverage in accordance with the

terms of the plan document."  The revised law

omits the quoted language as unnecessary

because Subdivision (12), V.T.I.C. Article

3.95-1, revised as Section 846.001(9),

defines "waiting period" as a "period

established by a multiple employer welfare

arrangement that must pass before an

individual who is a potential participating

employee in a health benefit plan is eligible

to be covered for benefits." 

Revised Law

Sec. 846.258.  COVERAGE FOR NEWBORN CHILDREN. (a)  A

multiple employer welfare arrangement's plan document may not

limit or exclude initial coverage of a newborn child of a



participating employee.

(b)  Coverage of a newborn child of a participating employee

under this section ends on the 32nd day after the date of the

child's birth unless:

(1)  dependent children are eligible for coverage under

the multiple employer welfare arrangement's plan document; and

(2)  not later than the 31st day after the date of

birth, the arrangement receives:

(A)  notice of the birth; and

(B)  any required additional premium. (V.T.I.C.

Art. 3.95-4.2, Subsec. (a).) 

Source Law

Art. 3.95-4.2. (a)  A multiple employer

welfare arrangement's plan document may not

limit or exclude initial coverage of a

newborn child of a participating employee. 

Any coverage of a newborn child of a

participating employee under this subsection

terminates on the 32nd day after the date of

the birth of the child unless:

(1) dependent children are eligible

for coverage under the multiple employer

welfare arrangement's plan document; and

(2)  notification of the birth and

any required additional premium are received

by the multiple employer welfare arrangement

not later than the 31st day after the date of

birth.

Revised Law

Sec. 846.259.  COVERAGE FOR ADOPTED CHILDREN. (a)  This

section applies only if dependent children are eligible for

coverage under the terms of a multiple employer welfare

arrangement's plan document.

(b)  A multiple employer welfare arrangement plan document

may not limit or exclude initial coverage of an adopted child of

a participating employee.  A child is considered to be the child

of a participating employee if the participating employee is a

party to a suit in which the employee seeks to adopt the child.

(c)  An adopted child of a participating employee may be

enrolled, at the employee's option, not later than the 31st day

after:

(1)  the date the employee becomes a party to a suit in

which the employee seeks to adopt the child; or

(2)  the date the adoption becomes final.

(d)  Coverage of an adopted child of a participating

employee under this section ends unless the multiple employer



welfare arrangement receives notice of the adoption and any

required additional premiums not later than the 31st day after:

(1)  the date the participating employee becomes a

party to a suit in which the employee seeks to adopt the child;

or

(2)  the date the adoption becomes final. (V.T.I.C.

Art. 3.95-4.2, Subsecs. (b), (c), (d).) 

Source Law

(b)  If dependent children are eligible

for coverage under the terms of a multiple

employer welfare arrangement's plan document,

the plan document may not limit or exclude

initial coverage of an adopted child of a

participating employee.  A child is

considered to be the child of a participating

employee if the participating employee is a

party in a suit in which the adoption of the

child by the participating employee is

sought.

(c)  If dependent children are eligible

for coverage under the terms of a multiple

employer welfare arrangement's plan document,

an adopted child of a participating employee

may be enrolled, at the option of the

participating employee, within either:

(1)  31 days after the

participating employee is a party in a suit

for adoption; or

(2)  31 days of the date the

adoption is final.

(d)  Coverage of an adopted child of an

employee under this article terminates unless

notification of the adoption and any required

additional premiums are received by the

multiple employer welfare arrangement not

later than either:

(1)  the 31st day after the

participating employee becomes a party in a

suit in which the adoption of the child by

the participating employee is sought; or

(2)  the 31st day after the date of

the adoption.

[Sections 846.260-846.300 reserved for expansion]



SUBCHAPTER G.  MARKETING

Revised Law

Sec. 846.301.  MARKETING REQUIREMENTS. On request, each

employer purchasing a health benefit plan shall be given a

summary of the plans for which the employer is eligible.

(V.T.I.C. Art. 3.95-4.7, Subsec. (a).) 

Source Law

Art. 3.95-4.7. (a)  On request, each

employer purchasing health benefit plans

shall be given a summary of the plans for

which the employer is eligible.

Revised Law

Sec. 846.302.  ADDITIONAL REPORTING REQUIREMENTS. The

department may require periodic reports by multiple employer

welfare arrangements and agents regarding the health benefit

plans issued by the arrangements.  The reporting requirements

must comply with federal law and regulations. (V.T.I.C.

Art. 3.95-4.7, Subsec. (b).) 

Source Law

(b)  The department may require periodic

reports by multiple employer welfare

arrangements and agents regarding the health

benefit plans issued by the multiple employer

welfare arrangements.  The reporting

requirements shall comply with federal law

and regulations.

Revised Law

Sec. 846.303.  APPLICABILITY TO THIRD-PARTY ADMINISTRATOR.

If a multiple employer welfare arrangement enters into an

agreement with a third-party administrator to provide

administrative, marketing, or other services related to offering

health benefit plans to employers in this state, the third-party

administrator is subject to this chapter. (V.T.I.C.

Art. 3.95-4.10.) 

Source Law

Art. 3.95-4.10. If a multiple employer

welfare arrangement enters into an agreement

with a third-party administrator to provide

administrative, marketing, or other services

related to the offering of health benefit

plans to employers in this state, the

third-party administrator is subject to this



subchapter.

[Chapters 847-860 reserved for expansion]
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CHAPTER 861.  GENERAL CASUALTY COMPANIES

SUBCHAPTER A.  GENERAL PROVISIONS

Revised Law

Sec. 861.001.  DEFINITIONS. In this chapter:

(1)  "General casualty company" means an accident or

casualty insurance company organized or engaging in the business

of insurance under this chapter.

(2)  "Incorporators" means those persons who associate

by written articles of incorporation to organize a general

casualty company.  (V.T.I.C. Arts. 8.02 (part), 8.05 (part), 8.06

(part); New.) 

Source Law

Art. 8.02. Such persons shall associate

themselves together by written articles of

incorporation for the purpose of forming an

accident or casualty insurance

company, . . . .

Art. 8.05. Only companies organized and

doing business under the provisions of this

Chapter . . . .

Art. 8.06. A corporation organized or

doing business under the provisions of this

law . . . .

Revisor's Note

The definitions of "general casualty

company" and "incorporators" are derived from

V.T.I.C. Articles 8.02, 8.05, and 8.06.

Portions of those articles have been revised

as definitions for drafting convenience and

to eliminate frequent, unnecessary repetition

of the substance of the definitions.

Revisor's Note

(End of Subchapter)

V.T.I.C. Article 8.05 provides that only

companies organized and doing business under

the provisions of this chapter are subject to

the provisions of V.T.I.C. Chapter 8, revised

as this chapter.  The revised law omits this

provision as unnecessary.  The revised

chapter is drafted in such a manner that the

chapter applies only to a general casualty

company, which is defined by Section 861.001

as a company "organized or engaging in the



business of insurance under this chapter." 

An additional statement relating to the

applicability of the chapter is unnecessary. 

The omitted law reads:

Art. 8.05.  [Only companies organized

and doing business under the provisions of

this Chapter] shall be subject to its

provisions. . . .

[Sections 861.002-861.050 reserved for expansion]

SUBCHAPTER B.  FORMATION AND STRUCTURE OF GENERAL CASUALTY

COMPANY

Revised Law

Sec. 861.051.  FORMATION OF COMPANY AUTHORIZED. Three or

more persons, a majority of whom are residents of this state, may

form a general casualty company in accordance with this chapter

to write insurance described by Subchapter E. (V.T.I.C. Art. 8.01

(part).) 

Source Law

Art. 8.01. Any three or more persons, a

majority of whom are residents of this State,

may associate in accordance with the

provisions of this chapter and form an

incorporated company for any one or more of

the following purposes:  . . . .

Revised Law

Sec. 861.052.  ARTICLES OF INCORPORATION; FILING AND

RECORDING REQUIREMENT. (a)  The articles of incorporation for a

general casualty company must specify:

(1)  the general purpose of the company; and

(2)  the proposed duration of the company.

(b)  The incorporators shall file with the department:

(1)  articles of incorporation for the general casualty

company;

(2)  a charter fee in the amount determined under

Article 4.07; and

(3)  an affidavit, made by two or more of the

incorporators, that all of the general casualty company's stock

is subscribed in good faith and fully paid for.

(c)  On receipt of a filing under Subsection (b), the

department shall record the articles of incorporation in records

maintained for that purpose.

(d)  On receipt of a fee in the amount determined under

Article 4.07, the department shall provide the incorporators with

a certified copy of the articles of incorporation.



(e)  On receipt of a certified copy of the articles of

incorporation, the general casualty company is a body politic and

corporate, and the incorporators may complete organization of the

company in accordance with Section 861.055. (V.T.I.C. Arts. 8.02

(part), 8.03 (part).) 

Source Law

Art. 8.02. [Such persons shall associate

themselves together by written articles of

incorporation for the purpose of forming an

accident or casualty insurance company,]

which articles shall specify the general

object of the company, and the proposed

duration of the same.

Art. 8.03. When such articles of

incorporation are filed with the Board of

Insurance Commissioners, together with an

affidavit made by two or more of its

incorporators, that all the stock has been

subscribed in good faith and fully paid for,

together with a charter fee of Twenty-five

($25.00) Dollars, the Board shall record the

same in a book kept for that purpose, and

upon receipt of a fee of One ($1.00) Dollar

it shall furnish a certified copy of the same

to the corporators, upon which they shall be

a body politic and corporate, and may proceed

to complete the organization of the

company, . . . .

Revisor's Note

(1)  V.T.I.C. Article 8.03 refers to the

"Board of Insurance Commissioners."  Under

Chapter 499, Acts of the 55th Legislature,

Regular Session, 1957, administration of the

insurance laws of this state was reorganized

and the powers and duties of the Board of

Insurance Commissioners were transferred to

the State Board of Insurance. Chapter 685,

Acts of the 73rd Legislature, Regular 

Session, 1993, abolished the State Board of

Insurance and transferred its functions to

the commissioner of insurance and the Texas

Department of Insurance.  Chapter 31 of this

code defines "commissioner" and "department"

for purposes of this code and the other

insurance laws of this state to mean the

commissioner of insurance and the Texas



Department of Insurance, respectively. 

Throughout this chapter, references to the

Board of Insurance Commissioners or the State

Board of Insurance have been changed

appropriately.

(2)  V.T.I.C. Article 8.03 refers to a

"charter fee of Twenty-five ($25.00) Dollars"

and a "fee of One ($1.00) Dollar" for a

certified copy of a general casualty

company's articles of incorporation.  Those

specific dollar amounts were impliedly

repealed by the amendment of V.T.I.C. Article

4.07 by Chapter 249, Acts of the 70th

Legislature, Regular Session, 1987.  Article

4.07 is a comprehensive fee provision that

authorizes the Texas Department of Insurance

to set the amounts of certain fees, including

the types of fees referred to in Article

8.03.  Chapter 249 expanded the applicability

of Article 4.07 to expressly apply to all

stock insurance companies, including a

general casualty company. Accordingly, the

revised law substitutes for the dollar

amounts specified by Article 8.03 a general

reference to the amounts determined under

V.T.I.C. Article 4.07.

Revised Law

Sec. 861.053.  PRELIMINARY OFFICERS AND DIRECTORS. The

incorporators shall choose from among themselves a president, a

secretary, a treasurer, and at least three directors who continue

in office until:

(1)  the first anniversary of the date the articles of

incorporation are filed; and

(2)  their successors are chosen and qualify. (V.T.I.C.

Art. 8.04 (part).) 

Source Law

Art. 8.04. The subscribers to said

articles of incorporation shall choose from

their number a president, a secretary, a

treasurer and such number of directors not

less than three who shall continue in office

for the period of one year from the date of

filing articles of incorporation, and until

their successors shall be duly chosen and

qualified. . . .



Revised Law

Sec. 861.054.  SUBSCRIPTION OF STOCK. The incorporators

shall:

(1)  open books for the subscription of stock in the

general casualty company at the times and places the

incorporators consider convenient and proper; and

(2)  keep the books open until the full amount

specified in the articles of incorporation is subscribed. 

(V.T.I.C. Art. 8.04 (part).) 

Source Law

Art. 8.04. . . .  They shall open books

for the subscriptions of stock in the company

at such times and places as they shall deem

convenient and proper, and shall keep them

open until the full amount specified in the

certificate is subscribed.

Revisor's Note

V.T.I.C. Article 8.04 refers to the

amount of stock specified in the

"certificate."  The revised law substitutes

"articles of incorporation" for "certificate"

for clarity and consistency with other

provisions in this code.

Revised Law

Sec. 861.055.  ORGANIZATIONAL MEETING. (a)  After receiving

a certified copy of the articles of incorporation under Section

861.052, a general casualty company shall promptly call a meeting

of the company's shareholders.

(b)  At the meeting the shareholders shall:

(1)  adopt bylaws to govern the company; and

(2)  elect a board of directors composed of

shareholders of the company. (V.T.I.C. Art. 8.03 (part).) 

Source Law

Art. 8.03. . . .  [upon which they shall

be a body politic and corporate, and may

proceed to complete the organization of the

company,] for which purpose they shall

forthwith call a meeting of the stockholders

who shall adopt by-laws for the government of

the company and elect a board of directors

composed of stockholders, . . . .

[Sections 861.056-861.100 reserved for expansion]



SUBCHAPTER C.  AUTHORITY TO ENGAGE IN BUSINESS

Revised Law

Sec. 861.101.  CERTIFICATE OF AUTHORITY REQUIRED. A general

casualty company may not engage in the business of insurance in

this state without a certificate of authority issued under this

chapter. (V.T.I.C. Art. 8.16 (part).) 

Source Law

Art. 8.16. Any such company organized or

doing business under this code without a

certificate as provided for in this chapter

[shall forfeit One Hundred ($100.00) Dollars

for every day it continues to write new

business in this State without such

certificate.]

Revised Law

Sec. 861.102.  ISSUANCE OF CERTIFICATE OF AUTHORITY. (a) 

The department shall issue a certificate of authority to a

general casualty company authorizing the company to engage in the

business of insurance under this chapter if:

(1)  the company meets the requirements of this

chapter; and

(2)  the commissioner has granted a charter to the

company in the manner provided by Sections 822.051, 822.052,

822.053, 822.054, 822.057, 822.058, 822.059, 822.060, and

822.210.

(b)  A certificate of authority is evidence of a general

casualty company's authorization to engage in the business of

insurance under this chapter and of the company's solvency and

credits.  (V.T.I.C. Arts. 8.05 (part), 8.20.) 

Source Law

Art. 8.05. . . . Upon the granting of

the charter to said corporation in the mode

and manner provided in Article 2.01 and

Article 2.02 of this Code, and [upon the

deposit of the sum of $50,000.00 of

securities of the kind described in Article

2.10 of this Code or in cash with the

comptroller,] the Board shall issue to said

company a certificate authorizing it to do

business.

. . .

Art. 8.20. The Board upon due proof by a

company organized under the provisions of



this law, of its possessing the

qualifications required, shall issue a

certificate setting forth that it has

qualified and is authorized for the ensuing

year to do business under the law, which

certificate or a copy thereof shall be

evidence of such qualifications and of such

company's authority to transact business

authorized by this chapter, and of its

solvency and credits.

Revisor's Note

V.T.I.C. Article 8.20 refers to a

certificate of authority that authorizes a

general casualty company to do business "for

the ensuing year."  The revised law omits the

quoted language as repealed.  Section 1,

Chapter 194, Acts of the 56th Legislature,

Regular Session, 1959, amended Section 1,

V.T.I.C. Article 1.14, to require the State

Board of Insurance to issue a certificate of

authority to transact insurance business to

any insurer that fully complies with

applicable law.  Under Article 1.14, revised

in relevant part as Section 801.053, a

certificate of authority is valid until it is

suspended or revoked.  Section 2, Chapter

194, repealed "[a]ll laws and parts of laws

in conflict herewith . . . , including

[Article] 8.20 . . . to the extent that they

require periodic renewal of certificates of

authority." 

[Sections 861.103-861.150 reserved for expansion]

SUBCHAPTER D.  POWERS AND DUTIES OF

GENERAL CASUALTY COMPANY

Revised Law

Sec. 861.151.  AUTHORITY OF BOARD OF DIRECTORS. Subject to

the bylaws of the company as adopted or amended by the

shareholders or directors, the board of directors of a general

casualty company has full control and management of the company. 

(V.T.I.C. Art. 8.03 (part).) 

Source Law

Art. 8.03. . . . which board shall have

full control and management of the affairs of

the corporation, subject to the by-laws

thereof as adopted or amended from time to

time by the stockholders or directors, and to



the laws of this State.

Revisor's Note

V.T.I.C. Article 8.03 provides that the

board of directors of a general casualty

company has full control and management of

the company, subject to "the laws of this

State."  The revised law omits the quoted

language as unnecessary because the

provisions of state law require compliance

without an express statement to that effect.

Revised Law

Sec. 861.152.  GENERAL POWERS OF COMPANY. A general casualty

company may:

(1)  sue or be sued in the name of the company;

(2)  make or enforce contracts in relation to the

business of the company;

(3)  have and use a common seal;

(4)  in its own name, or through a trustee chosen by

the board of directors, acquire, purchase, hold, and dispose of

real and personal property to further the purposes of the

company; and

(5)  through its board of directors, trustees, or

managers, adopt and amend bylaws that include provisions

establishing the qualifications, duties, and terms of office of

and the manner of electing directors, trustees, or managers and

officers of the company.  (V.T.I.C. Art. 8.06.) 

Source Law

Art. 8.06. A corporation organized or

doing business under the provisions of this

law shall, by the name adopted by such

corporation, in law, be capable of suing or

being sued, and may make or enforce contracts

in relation to the business of such

corporation; may have and use a common seal,

and in the name of the corporation or by a

trustee chosen by the board of directors,

shall, in law, be capable of taking,

purchasing, holding and disposing of real and

personal property for carrying into effect

the purposes of their organization; and may

by their board of directors, trustees, or

managers, make by-laws and amendments thereto

not inconsistent with the laws or the

Constitution of this State or of the United

States, which by-laws shall define the manner

of electing directors, trustees or managers



and officers of such corporation, together

with the qualifications and duties of the

same and fixing the term of office.

Revisor's Note

V.T.I.C. Article 8.06 authorizes a

general casualty company to make bylaws and

amendments "not inconsistent with the laws or

the Constitution of this State or of the

United States."  The revised law omits the

quoted language as unnecessary because the

provisions of the laws and constitutions of

this state and the United States require

compliance without an express statement to

that effect.

Revised Law

Sec. 861.153.  AUTHORIZED SHARES. (a)  A general casualty

company may increase or decrease its capital stock after:

(1)  the intent to increase the stock is ratified by a

two-thirds vote of the shareholders or the intent to decrease the

stock is ratified by a majority vote of the shareholders; and

(2)  notice of the intent to increase or decrease the

stock is published in a newspaper of general circulation for five

consecutive days.

(b)  An increase in capital stock must be equal to an amount

of at least $50,000.  (V.T.I.C. Arts. 8.13; 8.23.) 

Source Law

Art. 8.13. Any such company may increase

its capital stock at any time after the

intention to so increase the capital stock

shall have been ratified by a two-thirds vote

of the stockholders, and after notice of the

purpose to so increase the capital stock has

been given by publication in some newspaper

of general circulation for five consecutive

days.  No increase of capital stock in less

amount than Fifty Thousand ($50,000.00)

Dollars is hereby authorized.

Art. 8.23.  Any such company may

decrease its capital stock at any time after

the intention to so decrease the capital

stock shall have been ratified by a majority

vote of the stockholders, and after notice of

such purpose has been published in some

newspaper of general circulation for a period

of five consecutive days.



Revised Law

Sec. 861.154.  DIVIDENDS. Except as authorized by Article

21.31, the directors of a general casualty company may not issue

dividends.  (V.T.I.C. Art. 8.14.) 

Source Law

Art. 8.14. The directors of any such

company shall not make any dividends except

in compliance with Article 21.31 of this

Code.

Revised Law

Sec. 861.155.  INTERFERENCE WITH CONDUCT OF BUSINESS

PROHIBITED; EXCEPTIONS. A person, including the department and

the commissioner, may not restrain or interfere with the conduct

of business of a general casualty company, except in:

(1)  a revocation of the company's certificate of

authority and appointment of a receiver under Section 861.701;

(2)  an action by a judgment creditor; or

(3)  a proceeding supplementary to execution. (V.T.I.C.

Art. 8.11 (part).) 

Source Law

Art. 8.11.  . . .  [Board shall revoke

its certificate of authority . . . and shall

refer the facts to the Attorney General, who

shall proceed to ask the proper court to

appoint a receiver] . . . .  In no other way

can the Board or any other person restrain or

interfere with the prosecution of business of

any company doing business under the

provisions of this chapter, except in actions

by judgment creditor or in proceedings

supplementary to execution.

[Sections 861.156-861.200 reserved for expansion]

SUBCHAPTER E.  INSURANCE COVERAGE PROVIDED BY

GENERAL CASUALTY COMPANIES

Revised Law

Sec. 861.201.  KINDS OF INSURANCE AUTHORIZED. (a)  A general

casualty company may:

(1)  insure a person against:

(A)  bodily injury, disability, or death that

results from an accident; or

(B)  disability that results from disease;

(2)  insure against loss or damage that results from an

accident or injury sustained by an employee or other person, for



which accident or injury the insured is liable;

(3)  insure against loss or damage that results from an

accident to or injury sustained by a person, for which loss the

insured is liable, other than employers liability insurance under

Subdivision (2);

(4)  insure against loss or damage by burglary, theft,

or housebreaking;

(5)  insure glass against breakage;

(6)  insure a steam boiler, elevator, electrical

device, or engine and any machinery or appliance used or operated

in connection with a steam boiler, elevator, electrical device,

or engine;

(7)  insure against loss or damage from injury to a

person or property that results accidentally from an item

described by Subdivision (6);

(8)  insure against loss or damage by water to goods or

premises that arises from the breakage or leakage of a sprinkler

or water pipe;

(9)  insure against loss that:

(A)  results from accidental damage to an

automobile; or

(B)  is caused accidentally by an automobile;

(10)  insure a person, association, or corporation

against loss or damage that results from giving or extending

credit;

(11)  insure against loss that results from the

nonpayment of the principal of or interest on a bond, mortgage,

or other evidence of indebtedness;

(12)  write marine insurance, which may include

insurance against the hazards and perils incident to war; or

(13)  insure against any other casualty or insurance

risk, other than fire or life insurance, specified in the

company's articles of incorporation that:

(A)  may be lawfully made the subject of

insurance; and

(B)  is not otherwise provided for by this

chapter.

(b)  A general casualty company may engage in one or more of

the activities specified by Subsection (a). (V.T.I.C. Arts. 8.01

(part); 8.05 (part).) 

Source Law

Art. 8.01. [Any three or more persons, a

majority of whom are residents of this State,

may associate in accordance with the

provisions of this chapter and form an

incorporated company for any one or more of

the following purposes:]



1.  To insure any person against

bodily injury, disablement or death resulting

from accident and against disablement

resulting from disease.

2.  To insure against loss or

damage resulting from accident to or injury

sustained by an employee or other person for

which accident or injury the assured is

liable.

3.  To insure against loss or

damage by burglary, theft or housebreaking.

4.  To insure glass against

breakage.

5.  To insure against loss from

injury to person or property which results

accidentally from steam boilers, elevators,

electrical devices, engines and all machinery

and appliances used in connection therewith

or operated thereby; and to insure boilers,

elevators, electrical devices, engines,

machinery and appliances.

6.  To insure against loss or

damage by water to any goods or premises

arising from the breakage or leakage of

sprinklers and water pipes.

7.  To insure against loss

resulting from accidental damage to

automobiles or caused accidentally by

automobiles.

8.  To insure against loss or

damages resulting from accident to or injury

suffered by any person for which loss and

damage the insured is liable;  excepting

employers liability insurance as authorized

under Subdivision 2 of this article.

9.  To insure persons, associations

or corporations against loss or damage by

reason of giving or extending of credit.

10.  To insure against loss or

damage on account of circumstances upon, or

defects in the title to, real estate, and

against loss by reason of the nonpayment of

the principal or interest of bonds, mortgages

or other evidences of indebtedness.

11.  To write marine insurance in

which may be included the hazards and perils

incident to war.

12.  To insure against any other



casualty or insurance risk specified in the

articles of incorporation which may be

lawfully made the subject of insurance, and

the formation of a corporation for issuing

against which is not otherwise provided for

by this article, excepting fire and life

insurance.

Art. 8.05. . . .  Such a company shall

be authorized to transact all and every kind

of insurance specified in the first Article

of this chapter.  . . .

[Sections 861.202-861.250 reserved for expansion]

SUBCHAPTER F.  REGULATION OF GENERAL CASUALTY COMPANY

Revised Law

Sec. 861.251.  MINIMUM CAPITAL AND SURPLUS. (a)  A general

casualty company must have at least the minimum capital and

surplus applicable to casualty, fidelity, guaranty, surety, and

trust companies under Sections 822.054, 822.210, and 822.211.  At

the time of incorporation, the required capital and surplus must

be in cash.

(b)  After incorporation and issuance of a certificate of

authority, a general casualty company shall invest the minimum

capital and surplus as provided by Section 822.204.  The company

shall invest all other funds of the company in excess of the

minimum capital and surplus as provided by Article 2.10 and

Section 862.002.

(c)  A general casualty company may not loan any part of the

company's capital or paid in surplus to an officer of the

company.  (V.T.I.C. Art. 8.05 (part).) 

Source Law

Art. 8.05. . . . Such companies shall

have not less than the minimum capital and

the minimum surplus applicable to casualty,

fidelity, guaranty, surety and trust

companies as set out in Article 2.02 of this

Code. . . .  At the time of incorporation all

of said capital and surplus shall be in cash. 

The capital and minimum surplus required of

said company as provided in Article 2.02 of

this Code shall, following incorporation and

the issuance by the Board to said company of

a certificate authorizing it to do business,

be invested as provided in Article 2.08 of

this Code.  All other funds of said



corporation in excess of its capital and

minimum surplus shall be invested by such

company as provided in Article 2.10 and in

Article 6.08 of this Code. . . .

No part of the capital or surplus paid

in shall be loaned to any officer of said

company.

. . .

Revised Law

Sec. 861.252.  SECURITY DEPOSIT. (a)  On granting of the

charter to a general casualty company, the company shall deposit

with the comptroller $50,000 in:

(1)  cash; or

(2)  securities of the kind described by Article 2.10.

(b)  If, as a prerequisite to engaging in the business of

insurance in another state, country, or province, a general

casualty company is required to deposit with the appropriate

officer of that state, country, or province, or with the

comptroller, securities or cash in excess of the deposit made

under Subsection (a), the company may deposit with the

comptroller any authorized securities or cash sufficient to meet

the requirement.  The comptroller shall receive and hold the

deposit exclusively for the protection of policyholders of the

company.

(c)  A general casualty company may withdraw a deposit made

under Subsection (b) if the company files with the department

satisfactory evidence, as determined by the commissioner, that

the company:

(1)  has withdrawn from business in the other state,

country, or province; and

(2)  has no unsecured liabilities outstanding in the

other state, country, or province.

(d)  A general casualty company may change the company's

securities on deposit with the comptroller by withdrawing those

securities and substituting an equal amount of other securities

authorized by Subsection (a). (V.T.I.C. Arts. 8.05 (part), 8.12.) 

Source Law

Art. 8.05. . . .  [Upon the granting of

the charter to said corporation in the mode

and manner provided in Article 2.01 and

Article 2.02 of this Code,] and upon the

deposit of the sum of $50,000.00 of

securities of the kind described in Article

2.10 of this Code or in cash with the

comptroller, [the Board shall issue to said

company a certificate authorizing it to do



business.]

. . .

In the event any such company shall be

required by the law of any other State,

country or province as a requirement prior to

doing an insurance business therein to

deposit with the duly appointed officer of

such other State, country or province, or

with the comptroller, any securities or cash

in excess of the said deposit of $50,000.00

hereinbefore mentioned, such company, at its

discretion, may deposit with the comptroller

securities of the character authorized by

law, or cash sufficient to enable it to meet

such requirements.  The comptroller is hereby

authorized and directed to receive such

deposit and to hold it exclusively for the

protection of policyholders of the company. 

Any deposit so made to meet the requirements

of any other State, country or province shall

not be withdrawn by the company except upon

filing with the Board evidence satisfactory

to it that the company has withdrawn from

business, and has no unsecured liabilities

outstanding in any such other State, country

or province by which such additional deposit

was required, and upon the filing of such

evidence the company may withdraw such

additional deposit at any time.

Art. 8.12.  Such companies shall have

the right at any time to change their

securities on deposit with the comptroller by

substituting for those withdrawn a like

amount in other securities of the character

provided for in this law.

Revised Law

Sec. 861.253.  INTEREST ON SECURITY DEPOSITS. (a)  A general

casualty company with securities on deposit under this chapter is

entitled to collect the interest on the deposits as the interest

becomes due. The comptroller shall deliver to the company the

coupons or other evidence of interest pertaining to the deposits.

(b)  The comptroller shall collect a general casualty

company's interest described by Subsection (a) as the interest

becomes due and hold that interest as additional security if:

(1)  the company fails to deposit additional security

as required by the commissioner; or



(2)  proceedings are pending to wind up or enjoin the

company.  (V.T.I.C. Art. 8.15.) 

Source Law

Art. 8.15.  The comptroller shall permit

companies having securities on deposit with

him under the provisions of this law to

collect the interest as the same may become

due, and shall deliver to such companies,

respectively, the coupons or other evidences

of interest pertaining to such deposits. 

Upon failure of any company to deposit

additional security as called for by the

Board, or pending any proceedings to close up

or enjoin it, the comptroller shall collect

the interest as it becomes due and hold the

same as additional security in his hands

belonging to such company.

Revised Law

Sec. 861.254.  ANNUAL STATEMENT; FILING FEE. (a)  The

president, vice president, and secretary of a general casualty

company, or a majority of the directors or trustees of the

company, shall, not later than the 60th day after January 1 of

each year, deliver to the department a verified statement of the

condition of the company as of December 31 of the preceding year.

(b)  The statement must include:

(1)  the name and location of the company;

(2)  the names of the company's officers;

(3)  the amount of the company's capital stock;

(4)  the amount of the company's capital stock paid in;

(5)  the assets of the company;

(6)  the liabilities of the company;

(7)  the income of the company during the year;

(8)  the expenditures of the company during the year;

(9)  the amount paid by the company in fees during the

year;

(10)  the amount paid by the company for losses during

the year; and

(11)  the total amount of insurance issued by the

company and in force.

(c)  A general casualty company's assets under Subsection

(b)(5) consist of:

(1)  the value of real property owned by the company;

(2)  the amount of cash on hand;

(3)  the amount of cash deposited with a bank or trust

company;

(4)  the names, amounts, and par and market values of



United States bonds and all other bonds;

(5)  the amount of loans secured by first mortgage on

real estate;

(6)  the amount of all other bonds and loans and how

secured, with rate of interest;

(7)  the amount of notes given for unpaid stock and how

secured;

(8)  the amount of interest due and unpaid;

(9)  if the total value of the equipment exceeds

$2,000, the value of all electronic machines that comprise a data

processing system and of all other office equipment, furniture,

machines, and labor-saving devices purchased for and used in

connection with the business of an insurance company to the

extent that the total actual cash market value of those assets is

less than five percent of the other admitted assets of the

company; and

(10)  all other credits or assets.

(d)  A general casualty company's liabilities under

Subsection (b)(6) consist of:

(1)  the amount of losses due and unpaid;

(2)  the amount of claims for losses unadjusted; and

(3)  the amount of claims for losses resisted.

(e)  A general casualty company's income under Subsection

(b)(7) consists of:

(1)  the amount of fees received;

(2)  the amount of interest received from all sources;

and

(3)  the amount of receipts from all other sources.

(f)  A general casualty company's expenditures under

Subsection (b)(8) consist of:

(1)  the amount paid for losses;

(2)  the amount of dividends paid to shareholders;

(3)  the amount of commissions and salaries paid to

agents;

(4)  the amount paid to officers for salaries;

(5)  the amount paid for taxes; and

(6)  the amount of all other payments or expenditures.

(g)  The commissioner may amend the form of the annual

statement and require additional information as considered

necessary to determine the standing of a general casualty

company.

(h)  Except as provided by Article 4.07, the department

shall charge a fee of $20 for filing the annual statement

required by this section.  The comptroller shall collect the fee. 

(V.T.I.C. Arts. 8.07 (part), 8.08, 8.21.) 

Source Law

Art. 8.07. The president, vice president



and secretary or a majority of directors or

trustees of any such company shall annually,

on the first day of January or within sixty

(60) days thereafter, prepare and deposit in

the office of the Board a verified statement

of the condition of such company on the 31st

day of December of the preceding year,

showing:

1.  Name and where located, (a) 

names of officers, (b) the amount of capital

stock, (c) the amount of capital stock paid

in.

2.  Assets, (a) the value of real

estate owned by said company, (b) the amount

of cash on hand, (c) the amount of cash

deposited in bank or trust company, (d) the

amount of bonds of the United States, and all

other bonds, giving names and amounts with

par and market values of each kind, (e) the

amount of loans secured by first mortgage on

real estate, (f) the amount of all other

bonds, loans and how secured, with rate of

interest, (g) the amount of notes given for

unpaid stock and how secured, (h) the amount

of interest due and unpaid, (i) the value of

all electronic machines, constituting a data

processing system or systems, and all other

office equipment, furniture, machines and

labor-saving devices heretofore or hereafter

purchased for and used in connection with the

business of an insurance company to the

extent that the total actual cash market

value of all of such systems, equipment,

furniture, machines and devices constitute

less than five per cent (5%) of the otherwise

admitted assets of such company; and provided

further, that the total value of all such

property of a company must exceed Two

Thousand Dollars ($2,000), to qualify

hereunder, (j) all other credits or

assets.  . . .

3.  Liabilities, (a)  the amount of

losses due and unpaid, (b) the amount of

claims for losses unadjusted, (c) the amount

of claims for losses resisted.

4.  Income during the year, (a) 

the amount of fees received during the year,

(b) the amount of interest received from all



sources, (c) the amount of receipts from all

other sources.

5.  Expenditures during the year,

(a)  the amount paid for losses, (b) the

amount of dividends paid to stockholders, (c)

the amount of commissions and salaries paid

to agents, (d) the amount paid to officers

for salaries, (e) the amount paid for taxes,

(f) the amount of all other payments or

expenditures.

6.  Miscellaneous, (a) the amount

paid in fees during the year, (b) the amount

paid for losses during the year, (c) the

whole amount of insurance issued and in force

on the 31st day of December of the previous

year.

Art. 8.08.  The Board is authorized to

amend the form of statement and to exact such

additional information as it may think

necessary in order that a full exhibit of the

standing of such companies may be shown.

Art. 8.21.  The department shall charge

for filing the annual statement required by

this chapter, a fee of Twenty ($20.00)

Dollars.  The comptroller shall collect the

fee.

Revisor's Note

(1)  Paragraph 6, V.T.I.C. Article 8.07,

refers to insurance issued and in force "on

the 31st day of December of the previous

year."  The revised law omits the quoted

language as unnecessary because the

introductory language to Article 8.07

provides that the annual statement required

by that article must contain information

regarding the condition of the company "on

the 31st day of December of the preceding

year." 

(2)  V.T.I.C. Article 8.21 refers to a

"fee of Twenty ($20.00) Dollars" for filing

an annual statement of a general casualty

company.  As explained in Revisor's Note (2)

to Section 861.052, V.T.I.C. Article 4.07

applies to a general casualty company.  Under

Article 4.07, a general casualty company that

writes certain classes of insurance is



required to pay an annual statement filing

fee in an amount that could exceed the amount

specified by Article 8.21.  Therefore, the

revised law adds language clarifying that the

filing fee amount specified by Article 8.21

is subject to any different amount authorized

by Article 4.07.

Revised Law

Sec. 861.255.  RULES REGARDING CERTAIN ASSETS. (a)  The

value of the electronic machines and systems, office equipment,

furniture, other machines, and labor-saving devices specified in

Section 861.254(c)(9), as determined under this section and in

accordance with rules adopted by the commissioner, is an admitted

asset of the company.

(b)  The commissioner may adopt rules defining electronic

machines and systems, office equipment, furniture, other

machines, and labor-saving devices as specified in Section

861.254(c)(9) and stating the maximum period for which each class

of equipment may be amortized.  (V.T.I.C. Art. 8.07 (part).) 

Source Law

[Art. 8.07] 

2.  . . .  The Commissioner of

Insurance may adopt regulations defining

electronic machines and systems, office

equipment, furniture, machines and

labor-saving devices as used in (i) above,

and provide for the maximum period for which

each such class of equipment may be

amortized; the value of all such property as

determined hereunder and under the

regulations herein provided for shall be

deemed to be an admitted asset for all

purposes.  . . .

Revisor's Note

Paragraph 2, V.T.I.C. Article 8.07,

refers to the authority of the commissioner

of insurance to adopt "regulations" defining

certain equipment. The revised law

substitutes "rules" for "regulations"

because, in this context, the terms are

synonymous and because under Section 311.005,

Government Code (Code Construction Act), a

rule is defined to include a regulation. 

That definition applies to the revised law.



Revised Law

Sec. 861.256.  FAILURE TO MAKE DEPOSIT OR DELIVER ANNUAL

STATEMENT. (a)  If a general casualty company fails to make a

deposit under Section 861.252 or to deliver an annual statement

under Section 861.254 in a timely manner, the department shall

notify the company that the company may not issue new insurance

until the deposit is made or the statement is delivered to the

department.

(b)  A general casualty company may not issue an insurance

policy in violation of this section.  (V.T.I.C. Art. 8.09.) 

Source Law

Art. 8.09. Upon the failure of any

company to make such deposit or to file the

statement in time, the Board shall notify

such company to issue no new insurance until

the law is complied with, and it shall be

unlawful for any such company to thereafter

issue any policy of insurance until such

requirements shall be complied with.

Revised Law

Sec. 861.257.  EXAMINATION OF COMPANY. A general casualty

company is subject to Articles 1.15 and 1.16. (V.T.I.C.

Art. 8.10.) 

Source Law

Art. 8.10. All of the provisions of

Article 1.15 and Article 1.16 relative to the

examination of companies shall apply to

companies formed under this Chapter.

Revised Law

Sec. 861.258.  REAL PROPERTY. (a)  A general casualty

company is subject to Section 862.002 and may not purchase, hold,

or convey real property except as authorized by that section.

(b)  A general casualty company shall sell real property

acquired in compliance with Subsection (a) not later than the

10th anniversary of the date the real property was acquired.

(c)  A general casualty company may retain real property

after the date specified by Subsection (b) if the commissioner

issues a certificate stating:

(1)  that sale of the real property in compliance with

Subsection (b) would cause the company to incur a material loss;

and

(2)  a later date by which the real property must be

sold.



(d)  Subsection (b) does not apply to:

(1)  real property occupied by buildings used in whole

or in part by a general casualty company in the transaction of

business;

(2)  an interest in minerals or royalty reserved on the

sale of real property acquired under Sections 862.002(c)(1)-(3);

and

(3)  investment real property acquired under Article

2.10(e)(11). (V.T.I.C. Arts. 8.18, 8.19.) 

Source Law

Art. 8.18. Such company shall be subject

to the provisions of Article 6.08 of this

Code; and no such company shall be permitted

to purchase, hold or convey real estate,

except for the purposes and in the manner set

forth in said Article.

Art. 8.19. All real estate so acquired,

except as is occupied by buildings used in

whole or in part for the accommodation of

such companies in the transaction of their

business, interests in minerals and royalty

reserved upon the sale of land acquired under

Subdivisions 2, 3, and 4 of Article 6.08 of

this Code, and the other investment real

estate acquired under Paragraph 8 of Article

2.10 of this Code, shall, except as

hereinafter provided, be sold and disposed of

within ten (10) years after such company

shall have acquired title to the same.  No

such company shall have such real estate for

a longer period than that above mentioned,

unless the said company shall procure a

certificate from the Board that the interests

of the company will suffer materially by a

forced sale of such real estate, in which

event the time for the sale may be extended

to such time as the Board shall direct in

said certificate.

[Sections 861.259-861.700 reserved for expansion]

SUBCHAPTER O.  DISCIPLINARY PROCEDURES AND PENALTY

Revised Law

Sec. 861.701.  REVOCATION OF CERTIFICATE. (a)  If, as a

result of an examination under Section 861.257, the commissioner

determines that a general casualty company has not complied with

this chapter, the commissioner shall:



(1)  revoke the company's certificate of authority; and

(2)  notify the attorney general of the revocation.

(b)  On receipt of notification under Subsection (a)(2), the

attorney general shall request court appointment of a receiver

for the general casualty company.  Under the direction of the

court, the receiver shall wind up the affairs of the company. 

(V.T.I.C. Art. 8.11 (part).) 

Source Law

Art. 8.11. If the Board shall at any

time from the report of examination determine

that such company has not complied with any

provision of this law, said Board shall

revoke its certificate of authority to do

business in this State, and shall refer the

facts to the Attorney General, who shall

proceed to ask the proper court to appoint a

receiver for said company, who shall, under

the direction of the court, wind up the

affairs of said company. . . .

Revised Law

Sec. 861.702.  PENALTY. A general casualty company that

violates Section 861.101 is subject to a penalty of $100 for each

day the company writes new business in this state without the

certificate of authority required by that section. (V.T.I.C.

Art. 8.16 (part).) 

Source Law

Art. 8.16. [Any such company organized

or doing business under this code without a

certificate as provided for in this chapter]

shall forfeit One Hundred ($100.00) Dollars

for every day it continues to write new

business in this State without such

certificate.

Revised Law

Sec. 861.703.  COLLECTION OF PENALTY. (a)  The attorney

general or a district or county attorney under the direction of

the attorney general may file an action in the name of the state

to collect a penalty under this chapter.

(b)  An action filed under this section must be filed in

Travis County or in the county in which the general casualty

company's principal office is located. (V.T.I.C. Art. 8.17

(part).) 



Source Law

Art.  8.17. Suits to recover any penalty

provided for in this chapter shall be

instituted in the name of the State of Texas,

by the Attorney General or by a district or

county attorney under his direction, either

in the county where the principal office is

situated, or in Travis County, Texas.  . . .

Revisor's Note

V.T.I.C. Article 8.17 provides that a

penalty recovered under V.T.I.C. Chapter 8,

revised as this chapter, "shall be paid into

the State Treasury for the use of the school

fund."  The revised law omits the portion of

this provision that dedicates revenue for the

use of the school fund because former Section

403.094(h), Government Code, enacted by

Chapter 4, Acts of the 72nd Legislature, 1st

Called Session, 1991, abolished all statutory

dedications of revenue in existence on August

31, 1995, subject to certain exceptions that

are not applicable. The revised law omits the

portion of the provision that requires the

revenue to be paid into the state treasury

because Section 404.094, Government Code

(State Funds Reform Act), requires all money

collected or received by a state agency to be

deposited in the treasury.  The omitted law

reads:

Art. 8.17. . . .  Such penalties, when

recovered, shall be paid into the State

Treasury for the use of the school fund.

CHAPTER 862.  FIRE AND MARINE INSURANCE COMPANIES

SUBCHAPTER A.  REGULATION OF FIRE AND

MARINE INSURANCE COMPANIES

Sec. 862.001.  ANNUAL STATEMENT   625

Sec. 862.002.  PROHIBITIONS RELATING TO HOLDING REAL

                 PROPERTY; EXCEPTIONS   631

Sec. 862.003.  ADMITTED ASSETS   633

[Sections 862.004-862.050 reserved for expansion]



SUBCHAPTER B.  INSURANCE COVERAGE PROVIDED BY FIRE

AND MARINE INSURANCE COMPANIES

Sec. 862.051.  KINDS OF INSURANCE AUTHORIZED   633

Sec. 862.052.  PROHIBITIONS RELATING TO LIFE INSURANCE AND

                 LIFE INSURANCE COMPANIES   635

Sec. 862.053.  FIRE INSURANCE:  TOTAL LOSS OF REAL PROPERTY   635

Sec. 862.054.  FIRE INSURANCE:  BREACH BY INSURED; PERSONAL

                 PROPERTY COVERAGE   636

Sec. 862.055.  FIRE INSURANCE:  INTEREST OF MORTGAGEE

                 OR TRUSTEE   636

[Sections 862.056-862.100 reserved for expansion]

SUBCHAPTER C.  REINSURANCE AND RESERVES

Sec. 862.101.  FIRE AND ALLIED LINES OF INSURANCE:

                 AUTHORIZED AND REQUIRED REINSURANCE   637

Sec. 862.102.  REINSURANCE OR RESERVES REQUIRED FOR FIRE

                 INSURANCE   639

Sec. 862.103.  REINSURANCE OR RESERVES REQUIRED FOR HOME

                  WARRANTY INSURANCE COMPANIES   641

Sec. 862.104.  RESERVES REQUIRED FOR OCEAN AND INLAND MARINE

                 TRIP INSURANCE COMPANIES   641

[Sections 862.105-862.150 reserved for expansion]

SUBCHAPTER D.  IMPAIRMENT OF SURPLUS

Sec. 862.151.  REDUCTION OF CAPITAL STOCK AND PAR VALUE

                 OF SHARES   641

Sec. 862.152.  MAKING GOOD ON IMPAIRMENT   643

Sec. 862.153.  FAILURE OF SHAREHOLDER TO PAY   643

Sec. 862.154.  CREATION AND DISPOSAL OF NEW STOCK   645

CHAPTER 862.  FIRE AND MARINE INSURANCE COMPANIES

SUBCHAPTER A.  REGULATION OF FIRE AND

MARINE INSURANCE COMPANIES

Revised Law

Sec. 862.001.  ANNUAL STATEMENT. (a)  Each year the

president or vice president and the secretary of a fire, marine,

or inland marine insurance company shall:

(1)  prepare under oath a complete and accurate

statement of the condition of the company as of December 31 of

the preceding year; and

(2)  file the statement with the department before the

62nd day of the year in which it is prepared.

(b)  The annual statement must show:

(1)  the name and location of the company;

(2)  the names and residences of the company's

officers;

(3)  the amount of the capital stock of the company;

(4)  the amount of capital stock paid up;

(5)  the property and assets held by the company,

specifying:

(A)  the location, description, and value, as near



as may be, of real property owned by the company and, if the

company is organized under the laws of this state, the annual

statement must include an abstract of the title to that real

property;

(B)  the amount of cash on hand and on deposit in

banks to the credit of the company and the names of those banks;

(C)  the amount of cash held by agents of the

company and the names of those agents;

(D)  the amount of cash in the course of

transmission;

(E)  the amount of loans secured by a first

mortgage on real property, the rate of interest on each loan, the

location and value of each property, and the name of each

mortgagor;

(F)  the amount of all other bonds and loans, the

rate of interest on each bond or loan, and a description of the

security given for each bond or loan;

(G)  the amount due the company from judgments

that have been obtained and a description of each judgment;

(H)  the amount of all stock owned by the company,

including a description of the stock, the amount and number of

shares, and the par and market values of each kind of stock;

(I)  the amount of stock held by the company as

collateral security for loans, including the amount loaned on the

stock and the par and market values of the stock;

(J)  the amount of interest due and unpaid to the

company;

(K)  a description and value of all other

securities; and

(L)  if the total value of the equipment exceeds

$2,000, the value of all electronic machines that comprise a data

processing system or systems and of all other office equipment,

furniture, machines, and labor-saving devices purchased for and

used in connection with the business of the insurance company to

the extent that the total actual cash market value of those

assets is less than five percent of the other admitted assets

shown on the statement;

(6)  the liabilities of the company, specifying:

(A)  losses adjusted and due;

(B)  losses adjusted and not due;

(C)  losses unadjusted;

(D)  losses in suspense and the cause for

suspension;

(E)  losses resisted and in litigation;

(F)  dividends, in scrip or cash, specifying the

amount of each declared but not due;

(G)  dividends declared and due;

(H)  the amount required by law as reserve on all



unexpired risks, computed as required by this code;

(I)  the amount due banks or other creditors, the

name of each bank or creditor, and the amount due each bank or

creditor;

(J)  the amount of money borrowed by the company,

the name of each lender, a description of the security given for

each loan, and the rate of any interest; and

(K)  all other claims against the company and a

description of each claim;

(7)  the income of the company during the preceding

year, specifying:

(A)  separately the amount received, after

deducting reinsurance, as fire, marine, and inland marine

transportation premiums;

(B)  the amount received as interest; and

(C)  the amount received from all other sources;

(8)  the expenditures of the company during the

preceding year, specifying:

(A)  the amount of losses paid, showing losses

that accrued before and that accrued after the date of the

preceding statement, and the amount at which losses were

estimated in that statement;

(B)  the amount paid as dividends;

(C)  the amount paid for return premiums,

commissions, salaries, expenses, and other charges of officers,

agents, and employees;

(D)  the amount paid for federal, state, and local

taxes and duties; and

(E)  the amount paid for all other expenses;

(9)  the largest amount insured by the company in a

single risk, naming that risk;

(10)  the amount of risks written during the preceding

year;

(11)  the amount of risks in force that have less than

one year to run;

(12)  the amount of risks in force that have more than

one year but less than three years to run;

(13)  the amount of risks that have more than three

years to run; and

(14)  a statement of whether dividends are declared on

premiums received for risks not terminated.

(c)  The commissioner may adopt rules defining electronic

machines and systems, office equipment, furniture, machines, and

labor-saving devices as specified in Subsection (b)(5)(L) and

stating the maximum period for which each class of equipment may

be amortized.  (V.T.I.C. Arts. 6.11, 6.12 (part).) 



Source Law

Art. 6.11. The president or

vice-president and secretary of each fire,

marine or inland insurance company doing

business in this State, annually, on the

first day of each year, or within sixty days

thereafter, shall prepare under oath and

deposit with the Board a full, true and

complete statement of the condition of such

company on the last day of the month of

December preceding.

Art. 6.12. Such annual statement shall

exhibit the following items and facts:

1.  The name of the company and

where located.

2.  The names and residence of the

officers.

3.  The amount of the capital stock

of the company.

4.  The amount of capital stock

paid up.

5.  The property or assets held by

the company, viz:  the real estate owned by

such company, its location, description and

value as near as may be, and if said company

be one organized under the laws of this

State, shall accompany such statement with an

abstract of the title to the same; the amount

of cash on hand and deposited in banks to the

credit of the company, and in what bank or

banks the same is deposited; the amount of

cash in the hands of agents, naming such

agents; the amount of cash in course of

transmission; the amount of loans secured by

first mortgages on real estate, with the rate

of interest thereon, specifying the location

of such real estate, its value and the name

of the mortgagor; the amount of all bonds and

other loans, with the rate of interest

thereon and how secured; the amount due the

company in which judgments have been

obtained, describing such judgments; the

amount of any stock owned by the company,

describing the same and specifying the amount

and number of shares, and the par and market

value of each kind of stock; the amount of

stock held by such company as collateral



security for loans, with amount loaned on

each kind of stock, its par and market value;

the amount of interest actually due to the

company and unpaid; all other securities,

their description and value; the value of all

electronic machines, constituting a data

processing system or systems, and all other

office equipment, furniture, machines and

labor-saving devices heretofore or hereafter

purchased for and used in connection with the

business of an insurance company to the

extent that the total actual cash market

value of all of such systems, equipment,

furniture, machines and devices constitute

less than five per cent (5%) of the otherwise

admitted assets of such company; and provided

further, that the total value of all such

property of a company must exceed Two

Thousand Dollars ($2,000), to qualify

hereunder.  The Commissioner of Insurance may

adopt regulations defining electronic

machines and systems, office equipment,

furniture, machines and labor-saving devices

as used herein, and provide for the maximum

period for which each such class of equipment

may be amortized; . . . .

6.  The liabilities of such

company, specifying the losses adjusted and

due; losses adjusted and not due; losses

unadjusted; losses in suspense and the cause

thereof; losses resisted and in litigation;

dividends, either in scrip or cash,

specifying the amount of each declared but

not due; dividends declared and due; the

amount required as the lawful reserve on all

unexpired risks computed in the manner

provided elsewhere in this Code; the amount

due banks or other creditors, naming such

banks or other creditors and the amount due

to each; the amount of money borrowed by the

company, of whom borrowed, the rate of

interest thereon and how secured; all other

claims against the company, describing the

same.

7.  The income of the company

during the preceding year, stating the amount

received for premiums, specifying separately

fire, marine and inland transportation



premiums, deducting reinsurance; the amount

received for interest, and from all other

sources.

8.  The expenditures during the

preceding year, specifying the amount of

losses paid during said term, stating how

much of the same accrued prior, and how much

subsequent, to the date of the preceding

statement, and the amount at which losses

were estimated in such preceding statement;

the amount paid for dividends; the amount

paid for return premiums, commissions,

salaries, expenses, and other charges of

officers, agents, clerks, and other

employees; the amount paid for local, state,

national, internal revenue and other taxes

and duties; the amount paid for all other

expenses, such as fees, printing, stationery,

rents, furniture, etc.

9.  The largest amount insured in

any one (1) risk, naming the risk.

10.  The amount of risks written

during the preceding year.

11.  The amount of risks in force

having less than one (1) year to run.

12.  The amount of risks in force

having more than one (1) and not over three

(3) years to run.

13.  The amount of risks having

more than three (3) years to run.

14.  Whether or not dividends are

declared on premiums received for risks not

terminated.

Revisor's Note

(1)  V.T.I.C. Articles 6.11 and 6.12

refer to an "inland insurance company" and to

"inland transportation premiums." The revised

law substitutes "inland marine insurance

company" and "inland marine transportation

premiums" because "inland marine insurance"

is the phrase more commonly used in the

insurance industry. Similar changes are made

throughout this chapter.

(2)  V.T.I.C. Article 6.11 refers to

"the Board," meaning the Board of Insurance

Commissioners.  Under Chapter 499, Acts of

the 55th Legislature, Regular Session, 1957,



administration of the insurance laws of this

state was reorganized and the powers and

duties of the Board of Insurance

Commissioners were transferred to the State

Board of Insurance.  Chapter 685, Acts of the

73rd Legislature, Regular Session, 1993,

abolished the State Board of Insurance and

transferred its functions to the commissioner

of insurance and the Texas Department of

Insurance.  Chapter 31 of this code defines

"commissioner" and "department" for purposes

of this code and the other insurance laws of

this state to mean the commissioner of

insurance and the Texas Department of

Insurance, respectively.  Throughout this

chapter, references to the Board of Insurance

Commissioners and the State Board of

Insurance have been changed appropriately.

(3)  V.T.I.C. Article 6.12 refers to

"clerks, and other employees."  The reference

to "clerks" is omitted from the revised law

because "clerks" is included in the meaning

of "employees." 

(4)  V.T.I.C. Article 6.12 refers to

"all other expenses, such as fees, printing,

stationery, rents, furniture, etc."  The

phrase "such as fees, printing, stationery,

rents, furniture, etc." is omitted from the

revised law as included in the meaning of

"all other expenses." 

Revised Law

Sec. 862.002.  PROHIBITIONS RELATING TO HOLDING REAL

PROPERTY; EXCEPTIONS. (a)  A fire, marine, or inland marine

insurance company may not purchase, hold, or convey real

property, except as provided by Subsections (b) and (c).

(b)  The company may erect and maintain buildings ample and

adequate for the transaction of the company's business.

(c)  Subsection (a) does not apply to:

(1)  real property mortgaged to the company in good

faith as security for a loan previously contracted or for money

due;

(2)  real property conveyed to the company in

satisfaction of a debt previously contracted in the legitimate

business of the company or for money due;

(3)  real property purchased under a judgment, decree,

or mortgage obtained or made for a debt under Subdivision (2); or

(4)  a mineral or royalty interest reserved on the sale

of real property acquired under Subdivision (1), (2), or (3)



before January 1, 1942.

(d)  A fire, marine, or inland marine insurance company may

not invest more than 33-1/3 percent of the  company's admitted

assets in real property.  A fire, marine, or inland marine

insurance company may not invest any of its capital or minimum

surplus in real property, other than real property described by

Subsection (c).

(e)  Section 861.258 applies to real property acquired under

Subsection (c)(1), (2), or (3).

(f)  The commissioner shall appoint at least two competent

and disinterested residents of this state to appraise real

property described by Subsection (b) when the property is

acquired or when the company applies for amendment to its

charter.  The company shall pay to the commissioner the

reasonable cost of the appraisal. (V.T.I.C. Art. 6.08.) 

Source Law

Art. 6.08. No such company shall be

permitted to purchase, hold or convey real

estate, except for the purpose and in the

manner herein set forth:

1.  For the erection and

maintenance of buildings at least ample and

adequate for the transaction of its own

business;

2.  Such as shall have been

mortgaged to it in good faith by way of

security of loans previously contracted or

for money due;

3.  Such as shall have been

conveyed to it in satisfaction of debts

previously contracted in the legitimate

business of the company or for money due;

4.  Such as shall have been

purchased at sales under judgments, decrees

or mortgages obtained or made for such debts;

5.  Mineral and royalty interests

reserved upon the sale of land acquired under

Subdivisions 2, 3, and 4 of this Article 6.08

of this Code before January 1, 1942.

All real estate acquired under authority

of the above paragraphs of this Article

numbered 2, 3, and 4, or either of them,

shall be subject to the provisions of Article

8.19 of this Code.

No more than thirty-three and one-third

per cent (33 1/3) of its admitted assets

shall be invested by such company in real



estate, and none of its capital and minimum

surplus may be so invested, except to the

extent that the foregoing limitation shall

not apply to real estate held under authority

of the above paragraphs of this Article

numbered 2, 3, 4, and 5, or either of them.

The value of real estate mentioned in

paragraph numbered 1 above shall be appraised

by two (2) or more competent and

disinterested citizens of Texas appointed by

the Board of Insurance Commissioners of

Texas, when such real estate is hereafter

acquired or when amendment to charter is

applied for, the reasonable cost and expense

of such appraisal to be paid by the insurance

company to the Board.

Revisor's Note

V.T.I.C. Article 6.08 refers to

"citizens."  The revised law substitutes

"residents" for "citizens" because, in the

context of this section, "citizens" and

"residents" are synonymous and "residents" is

more commonly used.

Revised Law

Sec. 862.003.  ADMITTED ASSETS. The value of the property of

the company shown on the report as determined under Section

862.001 and the rules adopted by the commissioner adopted under

that section is considered to be an admitted asset of the company

for all purposes.  (V.T.I.C. Art. 6.12 (part).) 

Source Law

Art. 6.12.  . . . 

5.  . . . the value of all such

property as determined hereunder and under

the regulations herein provided for shall be

deemed to be an admitted asset for all

purposes.

. . .

[Sections 862.004-862.050 reserved for expansion]

SUBCHAPTER B.  INSURANCE COVERAGE PROVIDED BY FIRE

AND MARINE INSURANCE COMPANIES

Revised Law

Sec. 862.051.  KINDS OF INSURANCE AUTHORIZED. On filing

notice of its intent with the department, an insurance company

engaged in the business of insurance in this state under an



appropriate certificate of authority may:

(1)  insure houses, buildings, and other property

against loss or damage by fire;

(2)  insure goods, merchandise, and other property in

the course of transportation by land or water, or vessels afloat,

regardless of their location;

(3)  insure motor vehicles, whether stationary or being

operated under the motor vehicle's own power, against loss or

damage by fire, lightning, windstorm, hail storm, tornado,

cyclone, explosion, transportation by land or water, theft, and

collision;

(4)  lend money on bottomry or respondentia;

(5)  obtain insurance against:

(A)  any loss or risk the company has incurred in

the course of its business; and

(B)  any loss or risk on an interest that the

company has in property because of a loan it has made on bottomry

or respondentia; and

(6)  take any action proper to promote an activity

described by this section.  (V.T.I.C. Art. 6.03 (part).) 

Source Law

Art. 6.03. It shall be lawful for any

insurance company doing business in this

State under the proper certificate of

authority, . . . to insure houses, buildings

and all other kinds of property against loss

or damage by fire; to take all kinds of

insurance on goods, merchandise, or other

property in the course of transportation,

whether on land or water, or any vessel

afloat, wherever the same may be; to lend

money on bottomry or respondentia; to cause

itself to be insured against any loss or risk

it may have incurred in the course of its

business and upon the interest which it may

have in any property by means of any loan or

loans which it may have on bottomry or

respondentia; and generally to do and perform

all other matters and things proper to

promote these objects; to insure automobiles

or other motor vehicles, whether stationary

or being operated under their own power,

against all or any of the risks of fire,

lightning, windstorms, hail storms,

tornadoes, cyclones, explosions,

transportation by land or water, theft and

collisions, upon filing with the Board



notification of their purpose to do so.

Revised Law

Sec. 862.052.  PROHIBITIONS RELATING TO LIFE INSURANCE AND

LIFE INSURANCE COMPANIES. (a)  An insurance company authorized by

its charter to write fire, marine, lightning, tornado, or inland

marine insurance in this state may not write life insurance.

(b)  An insurance company authorized to write life insurance

in this state may not write fire, marine, or inland marine

insurance or any other insurance described by Section 862.051.

(c)  The commissioner shall enforce this section.  (V.T.I.C.

Art. 1.10, Sec. 15; Art. 6.03 (part).) 

Source Law

[Art. 1.10] 

15.  See That No Company Does

Business. The Commissioner shall see that no

company is permitted to transact the business

of life insurance in this State whose charter

authorizes it to do a fire, marine,

lightning, tornado, or inland insurance

business, and that no company authorized to

do a life insurance business in this State be

permitted to take fire, marine or inland

risks.

Art. 6.03. [It shall be lawful for any

insurance company doing business in this

State under the proper certificate of

authority,] except a life insurance company,

[to] . . . .

Revised Law

Sec. 862.053.  FIRE INSURANCE:  TOTAL LOSS OF REAL PROPERTY.

(a)  A fire insurance policy, in case of a total loss by fire of

property insured, shall be held and considered to be a liquidated

demand against the company for the full amount of the policy. 

This subsection does not apply to personal property.

(b)  An insurance company shall incorporate verbatim the

provisions of Subsection (a) in each fire insurance policy issued

as coverage on real property in this state.

(c)  The commissioner shall require compliance with this

section.  (V.T.I.C. Art. 6.13.) 

Source Law

Art. 6.13. A fire insurance policy, in

case of a total loss by fire of property

insured, shall be held and considered to be a



liquidated demand against the company for the

full amount of such policy.  The provisions

of this article shall not apply to personal

property.

On and after January 1, 1951, the

provisions of the preceding paragraph of this

article shall be incorporated verbatim in

each and every fire insurance policy

hereafter issued as coverage on any real

property in this State; and it shall be the

duty of the Board of Insurance Commissioners,

by proper order and procedure, to compel

compliance with this statute.

Revisor's Note

V.T.I.C. Article 6.13 refers to fire

insurance policies issued on or after

"January 1, 1951."  Any fire insurance policy

issued before that date would no longer be in

force.  Accordingly, the revised law omits

the reference to the date as executed.

Revised Law

Sec. 862.054.  FIRE INSURANCE:  BREACH BY INSURED; PERSONAL

PROPERTY COVERAGE. Unless the breach or violation contributed to

cause the destruction of the property, a breach or violation by

the insured of a warranty, condition, or provision of a fire

insurance policy or contract of insurance on personal property,

or of an application for the policy or contract:

(1)  does not render the policy or contract void; and

(2)  is not a defense to a suit for loss. (V.T.I.C.

Art. 6.14.) 

Source Law

Art. 6.14. No breach or violation by the

insured of any warranty, condition or

provision of any fire insurance policy,

contract of insurance, or applications

therefor, upon personal property, shall

render void the policy or contract, or

constitute a defense to a suit for loss

thereon, unless such breach or violation

contributed to bring about the destruction of

the property.

Revised Law

Sec. 862.055.  FIRE INSURANCE:  INTEREST OF MORTGAGEE OR

TRUSTEE. (a)  The interest of a mortgagee or trustee under a fire

insurance contract covering property located in this state may



not be invalidated by:

(1)  an act or neglect of the mortgagor or owner of the

property; or

(2)  the occurrence of a condition beyond the

mortgagor's or owner's control.

(b)  A provision of a contract that conflicts with

Subsection (a) is void.  (V.T.I.C. Art. 6.15.) 

Source Law

Art. 6.15. The interest of a mortgagee

or trustee under any fire insurance contract

hereafter issued covering any property

situated in this State shall not be

invalidated by any act or neglect of the

mortgagor or owner of said described property

or the happening of any condition beyond his

control, and any stipulation in any contract

in conflict herewith shall be null and void.

[Sections 862.056-862.100 reserved for expansion]

SUBCHAPTER C.  REINSURANCE AND RESERVES

Revised Law

Sec. 862.101.  FIRE AND ALLIED LINES OF INSURANCE: 

AUTHORIZED AND REQUIRED REINSURANCE. (a)  In this section, "fire

and allied lines of insurance" has the meaning assigned by

statute, rules adopted by the commissioner, or lawful custom.

(b)  An insurance or reinsurance company that is authorized

to write or reinsure fire and allied lines of insurance in this

state may reinsure all or any part of a single risk in one or

more other solvent insurers.

(c)  An insurance company that is incorporated under the

laws of the United States or a state of the United States and

authorized to write fire and allied lines of insurance in this

state may not, unless the excess is reinsured by the company in

another solvent insurer, expose itself to any loss or hazard on a

single risk in an amount that exceeds 10 percent of the company's

paid-up capital stock and surplus.

(d)  An insurance company that is incorporated under the

laws of a jurisdiction other than the United States or a state of

the United States and authorized to write fire and allied lines

of insurance in this state may not, unless the excess is

reinsured by the company in another solvent insurer, expose

itself to any loss or hazard on a single risk in an amount that

exceeds the sum of:

(1)  10 percent of the company's deposit with the

statutory officer in the state through which the company is

authorized to do business in the United States; and



(2)  10 percent of the other policyholders' surplus of

the company's United States branch.

(e)  Subsections (c) and (d) do not apply in connection with

the writing of insurance for cotton in bales or for grain.

(f)  Reinsurance that is required or permitted by this

section must comply with Articles 5.75-1 and 21.72.  (V.T.I.C.

Art. 6.16.)

Source Law

Art. 6.16 

1.  No insurance company incorporated

under the laws of the United States or of any

State thereof and authorized to do business

in this State in the writing of fire and

allied lines of insurance as those terms may

be defined by statue, by ruling of the State

Board of Insurance, hereinafter called the

"Board," or by  lawful custom, shall expose

itself to any loss or hazard on any one (1)

risk, except when insuring cotton in bales,

and grain, to an amount exceeding ten (10%)

per cent of its paid-up capital stock and

surplus, unless the excess shall be reinsured

by such company in another solvent insurer.

Similarly, no insurance company incorporated

under a jurisdiction other than that of the

United States or a state thereof and

authorized to do business in this State in

the writing of said lines of insurance shall

expose itself to any loss or hazard on any

one (1) risk, except when insuring cotton in

bales, and grain, to an amount exceeding ten

(10%) per cent of the company's deposit with

the statutory officer in the state through

which the company gains admission to the

United States, together with ten (10%) per

cent of the other surplus to policyholders of

the company's United States Branch, unless

the excess shall be reinsured by such company

in another solvent insurer.

2.  Any insurance or reinsurance company

authorized to transact insurance or

reinsurance within this State as to lines of

insurance defined in Section 1 hereof, may

reinsure the whole or any part of an

individual risk in another solvent insurer.

3.  Any reinsurance required or

permitted by this article must comply with



Article 5.75-1 or Article 5.75-2 of this

code.

Revisor's Note

(1)  Section 1, V.T.I.C. Article 6.16,

refers to the "surplus to policyholders." 

The term most commonly used in the insurance

industry to refer to that type of surplus is

"policyholders' surplus."  The revised law

substitutes "policyholders' surplus" for

"surplus to policyholders." 

(2)  V.T.I.C. Article 6.16 states that

certain reinsurance must comply with V.T.I.C.

Article 5.75-1 or 5.75-2. Article 5.75-2 was

repealed by Chapter 1082, Acts of the 71st

Legislature, Regular Session, 1989. The

revised law is drafted accordingly.  For the

convenience of the reader, the revised law

also adds a reference to V.T.I.C. Article

21.72, enacted in 1995, which also governs

the reinsurance subject to this section.

Revised Law

Sec. 862.102.  REINSURANCE OR RESERVES REQUIRED FOR FIRE

INSURANCE. (a)  An insurance company writing fire insurance in

this state shall maintain reinsurance or unearned premium

reserves on its policies in force.

(b)  The commissioner may require that reserves required by

Subsection (a) equal the unearned portions of the gross premiums

in force after deducting reinsurance under Section 862.101, as

computed on each respective risk from the policy's date of issue.

(c)  If the commissioner does not impose a requirement under

Subsection (b), the portions of the gross premium in force held

as reinsurance or unearned premium reserves after deducting

reinsurance under Section 862.101 shall be computed as follows:

Term for Which Policy Was Written

Reserve for Unearned Premium

            1 year or less

1/2      

            2 years

1st year 3/4      

2nd year 1/4      

            3 years

1st year 5/6      

2nd year 1/2      

3rd year 1/6      

            4 years

1st year 7/8      

2nd year 5/8      



3rd year 3/8      

4th year 1/8      

            5 years

1st year 9/10      

2nd year 7/10      

3rd year 1/2      

4th year 3/10      

5th year 1/10      

            More than 5 years

pro rata           

(d)  Notwithstanding Subsection (c), an insurance company

may compute, or the commissioner may require an insurance company

to compute, the reserves on a quarterly, monthly, or more

frequent pro rata basis.

(e)  An insurance company that adopts a method for computing

the reserve may not adopt another method without commissioner

approval. (V.T.I.C. Art. 6.01.) 

Source Law

Art. 6.01. (1)  Every company doing fire

insurance business in this state shall

maintain a re-insurance or unearned premium

reserve on all policies in force.

(2)  The Board may require that such

reserves shall be equal to the unearned

portions of the gross premiums in force after

deducting re-insurance in accordance with the

provisions of Article 6.16 of the Texas

Insurance Code as computed on each respective

risk from the policy's date of issue.  If the

Board does not so require, the portions of

the gross premium in force, less re-insurance

in accordance with the provisions of Article

6.16 of the Texas Insurance Code, to be held

as a re-insurance or unearned premium

reserve, shall be computed according to the

following table:

Term for Which Policy Was

Reserve for Unearned

        WrittenPremium      

      1 year or less1/2    

      2 years1st year 3/4    

2nd year 1/4    

      3 years1st year 5/6    

2nd year 1/2    

3rd year 1/6    



      4 years1st year 7/8    

2nd year 5/8    

3rd year 3/8    

4th year 1/8    

      5 years1st year 9/10    

2nd year 7/10    

3rd year 1/2    

4th year 3/10    

5th year 1/10    

      Over 5 yearspro-rata         

(3)  In lieu of computation according to the foregoing table, the

Board may require or the insurer at its option may compute all of

such reserves on a quarterly, monthly or more frequent pro-rata

basis.

(4)  After adopting a method for computing such reserve, an

insurer shall not change methods without approval of the Board.

Revised Law

Sec. 862.103.  REINSURANCE OR RESERVES REQUIRED FOR HOME

WARRANTY INSURANCE COMPANIES. (a)  An insurance company writing

home warranty insurance in this state shall maintain reinsurance

or unearned premium reserves on its policies in force.

(b)  Reserves required by Subsection (a) shall be computed

in the same manner and to the same extent as is fire insurance

under Section 862.102. (V.T.I.C. Art. 6.01-A.) 

Source Law

Art. 6.01-A 

Sec. 1.  Every company writing home

warranty insurance in Texas shall maintain

reinsurance or unearned premium reserves on

all policies in force.

Sec. 2.  The reserves on home warranty

insurance shall be computed in the same

manner and to the same extent as fire

insurance is reserved in accordance with

Article 6.01 of this Code.

Revised Law

Sec. 862.104.  RESERVES REQUIRED FOR OCEAN AND INLAND MARINE

TRIP INSURANCE COMPANIES. The total of the premiums on ocean and

inland marine trip insurance risks not terminated is considered

to be unearned, and the insurance company shall maintain a

reserve equal to the total of the premiums for those policies.

(V.T.I.C. Art. 6.02.) 

Source Law

Art. 6.02. The entire amount of premiums



on ocean and inland marine trip risks not

terminated shall be deemed unearned, and the

insurer shall carry a reserve equal to one

hundred percent of such premiums.

[Sections 862.105-862.150 reserved for expansion]

SUBCHAPTER D.  IMPAIRMENT OF SURPLUS

Revised Law

Sec. 862.151.  REDUCTION OF CAPITAL STOCK AND PAR VALUE OF

SHARES. (a)  If the minimum surplus of a fire, marine, or inland

marine insurance company is impaired in excess of the amount

permitted under Section 5, Article 1.10, the commissioner may

allow the company to amend its charter as provided by Sections

822.157 and 822.158 to reduce the amount of the company's capital

stock and the par value of its shares in proportion to the extent

of the permitted amount of impairment.

(b)  A company acting under Subsection (a):

(1)  may not reduce the par value of its shares below

the sum computed under Section 822.055;

(2)  may not deduct from the assets and property on

hand more than $125,000;

(3)  shall retain the remainder of the assets and

property on hand as surplus assets;

(4)  may not distribute any of the assets or property

to the shareholders; and

(5)  may not reduce the capital stock or surplus of the

company to an amount less than the minimum capital and the

minimum surplus required by Sections 822.202, 822.210, and

822.211, subject to Section 5, Article 1.10. (V.T.I.C.

Art. 6.04.) 

Source Law

Art. 6.04. Whenever the minimum surplus

of any fire, fire and marine, or marine

insurance company of this State becomes

impaired to a greater extent than that

provided by Section 5 of Article 1.10, the

Board may, in its discretion, permit the said

company by amendment to charter as provided

by Article 2.03, to reduce its capital stock

and par value of its shares in proportion to

the extent of permitted impairment; provided

that the par value of said shares shall not

be reduced below the sum provided by Section

1 of Article 2.07.  In fixing such reduced

capital, no sum exceeding $125,000.00 shall

be deducted from the assets and property on



hand, which shall be retained as surplus

assets.  No part of such assets and property

shall be distributed to the stockholders, nor

shall the capital stock of a company or its

surplus in any case be reduced to an amount

less than the minimum capital and the minimum

surplus provided by Article 2.02 of this

Code, subject to the provisions of Section 5

of Article 1.10 of this Code.

Revisor's Note

V.T.I.C. Article 6.04 uses the phrase

"fire, fire and marine, or marine insurance

company."  The revised law substitutes "fire,

marine, or inland marine insurance company"

because, in this context, the phrases are

synonymous and "fire, marine, or inland

marine insurance company" is the phrase used

throughout this chapter.

Revised Law

Sec. 862.152.  MAKING GOOD ON IMPAIRMENT. (a)  This section

applies to a fire, marine, or inland marine insurance company

that receives notice from the commissioner under Section 5,

Article 1.10, to make good within 60 days:

(1)  any impairment of the company's required capital;

or

(2)  the company's surplus.

(b)  The company shall promptly call on its shareholders for

an amount necessary to make the company's capital and surplus

equal to the amount required by Sections 822.054 and 822.210,

subject to Section 5, Article 1.10.

(c)  The shareholders of the company shall be informed of a

call under Subsection (b):

(1)  by personal notice; or

(2)  by advertisement for the time and in the manner

approved by the commissioner.  (V.T.I.C. Arts. 6.05, 6.06

(part).) 

Source Law

Art. 6.05. Any fire, marine or inland

insurance company having received notice from

the Board to make good any impairment of its

required capital or to make good its surplus

within 60 days as provided by Section 5 of

Article 1.10 shall forthwith call upon its

stockholders for such amounts as shall make

its capital and its surplus equal to the

amount required by Article 2.02, subject to



the provisions of said Section 5 of Article

1.10 of this Code.

Art. 6.06.  . . .  after notice

personally given, or by advertisement for

such time and in such manner as said Board

shall approve . . . .

Revised Law

Sec. 862.153.  FAILURE OF SHAREHOLDER TO PAY. (a)  If a

shareholder of the insurance company who is given notice under

Section 862.152 does not pay the amount called for by the company

under that section, the company may:

(1)  require the return of the original certificate of

stock held by the shareholder; and

(2)  issue a new certificate for a number of shares

that the shareholder may be entitled to in the proportion that

the value of the funds of the company, computed without inclusion

of any money or other property paid by shareholders in response

to the notice under Section 862.152, bears to the total amount of

the original capital and the minimum surplus of the company

required by Section 822.054 or 822.210, subject to Section 5,

Article 1.10.

(b)  The value of any shares for which new certificates are

issued under Subsection (a)(2) shall be computed under the

direction of the commissioner. The insurance company shall pay

for the fractional parts of shares.

(c)  Any interested person may pay all or any part of the

amount of the deficit resulting from a shareholder default under

Subsection (a).  The company shall issue to each person who makes

a payment a stock certificate that is representative of the

number of shares to which the person is entitled.  The

certificate must be for the number of shares in proportion to the

total number of forfeited shares that the payment made by the

person bears to the deficit that resulted from the forfeited

shares.  (V.T.I.C. Art. 6.06 (part).) 

Source Law

Art. 6.06. If any stockholder of such

company shall neglect or fail to pay the

amount so called for, after notice . . . it

shall be lawful for said company to require

the return of the original certificate of

stock held by such stockholder, and in lieu

thereof to issue a new certificate for such

number of shares as such defaulting

stockholder may be entitled to in the

proportion that the ascertained value of the

funds of said company, calculated without



inclusion of any money or property paid by

stockholders in response to such call, may be

found to bear to the total of the original

capital and the minimum surplus of said

company as required by Article 2.02; as

qualified by the provisions of Section 5 of

Article 1.10 of this Code, the value of such

shares for which new certificates are issued

shall be ascertained under the direction of

said Board and the company shall pay for the

fractional parts of shares.

Any interested person may pay part or

all of the amount of the deficit resulting

from such default and the company shall issue

to each such person a stock certificate for

the number of shares to which he is entitled,

such certificate to be for the number of

shares in proportion to the whole number of

forfeited shares which the payment made by

the recipient of the new stock certificate

bears to the deficit which resulted from such

forfeited shares.

Revised Law

Sec. 862.154.  CREATION AND DISPOSAL OF NEW STOCK. (a)  A

fire, marine, or inland marine insurance company that complies

with Sections 822.155, 822.157, and 822.158 may:

(1)  create new stock;

(2)  dispose of the new stock according to applicable

law; and

(3)  issue new certificates for the new stock.

(b)  The insurance company shall sell any new stock created

under Subsection (a) for an amount sufficient to make up any

impairment of the company's required minimum capital and to make

up the surplus of the company as required by Section 822.054 or

822.210, subject to Section 5, Article 1.10, but may not impair

the capital of the company.  (V.T.I.C. Art. 6.07.)

Source Law

Art. 6.07. It shall be lawful for such

company upon compliance with Article 2.03 of

this Code to create new stock and dispose of

the same according to law and to issue new

certificates therefor.  Said new stock shall

be sold for an amount sufficient to make up

any impairments of its required minimum

capital and to make up the surplus of the

company as provided in Article 2.02 of this



Code as qualified by Section 5 of Article

1.10, without impairment of the capital of

the company.

[Chapters 863-880 reserved for expansion]
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CHAPTER 881.  STATEWIDE MUTUAL ASSESSMENT COMPANIES

SUBCHAPTER A.  GENERAL PROVISIONS

Revised Law

Sec. 881.001.  DEFINITION. In this chapter, "statewide

mutual assessment company" means a corporation engaged in the

statewide business of mutually protecting or insuring members'

lives with money provided by assessments on those members.

(V.T.I.C. Art. 13.01 (part); New.) 

Source Law

Art. 13.01. Any corporation . . .

carrying on in this State . . . the statewide

business of mutually protecting or insuring

the lives of its members by assessments made

upon its members . . . shall be known as

statewide mutual assessment corporations.

Revised Law

Sec. 881.002.  LIMITED EXEMPTION FROM INSURANCE LAWS. (a) 

Except as provided by this chapter and Chapter 887, the insurance

laws of this state do not apply to a statewide mutual assessment

company.

(b)  A law enacted after June 20, 1933, does not apply to

statewide mutual assessment companies unless statewide mutual

assessment companies are expressly designated in the law.

(V.T.I.C. Art. 13.09, Subsec. (a) (part).) 

Source Law

(a)  . . .  Except as expressly provided

in this chapter and in Chapter 14 of this

code, no insurance law of this State shall

apply to any corporation operating under this

chapter, and no law hereafter enacted shall

apply to them unless they be expressly

designated therein.

Revisor's Note

(1)  Subsection (a), V.T.I.C. Article

13.09, refers to "Chapter 14 of this code." 

The pertinent part of Chapter 14 is revised

as Chapter 887. The revised law is drafted

accordingly.

(2)  Subsection (a), V.T.I.C. Article

13.09, refers to laws "hereafter enacted." 

Article 13.09 was enacted by Chapter 491,

Acts of the  52nd Legislature, Regular

Session, 1951. Section 2 of that act provided

that "[n]othing contained in this Act shall



be held or construed to effect any

substantive change in the laws existing prior

to the passage of this Act, . . . ."  Article

13.09 was derived from Article 4859f, Revised

Statutes, which was enacted by Chapter 245,

General Laws, Acts of the 43rd Legislature,

Regular Session, 1933.  That act was approved

June 20, 1933. Accordingly, the revised law

substitutes a reference to that effective

date for "hereafter." 

(3)  Subsection (b), V.T.I.C. Article

13.09, provides that "Articles 1.15 and 1.16

of this code apply to corporations and

associations regulated under this chapter." 

The revised law omits this provision as

duplicative of V.T.I.C. Article 14.16,

revised as Section 887.062, applicable to a

statewide mutual assessment company by virtue

of V.T.I.C. Articles 13.01 and 13.06, revised

in relevant part as Section 881.003 of this

chapter. The omitted law reads:

(b)  Articles 1.15 and 1.16 of this code

apply to corporations and associations

regulated under this chapter.

Revised Law

Sec. 881.003.  COMPLIANCE WITH INSURANCE LAWS. An

individual, firm, unincorporated association, or corporation may

not engage in business as a statewide mutual assessment company

in this state unless the entity complies with this chapter and

Chapter 887. (V.T.I.C. Arts. 13.01 (part); 13.06 (part).)

Source Law

Art. 13.01. [Any corporation . . .

actually carrying on . . . the statewide

business of mutually protecting or insuring

the lives of its members by assessments made

upon its members] shall comply with the terms

of this chapter and Chapter 14 of this code,

be subject to the subsequent provisions

hereof and . . . .

Art. 13.06.  No person, firm,

unincorporated association, or corporation

shall carry on in this State the statewide

business of mutually protecting or insuring

the lives of its members by assessments made

upon its members except under the terms of



and by complying with the provisions of this

chapter and Chapter 14 of this code.  . . .

Revisor's Note

(1)  V.T.I.C. Articles 13.01 and 13.06

refer to "Chapter 14 of this code."  The

pertinent part of Chapter 14 is revised as

Chapter 887.  The revised law is drafted

accordingly.

(2)  V.T.I.C. Article 13.01 provides

that a statewide mutual assessment company

shall comply with V.T.I.C. Chapter 13,

revised as this chapter, and "be subject to

the subsequent provisions hereof."  The

revised law omits the quoted language as

redundant of the requirement that a

corporation comply with V.T.I.C. Chapter 13.

Revised Law

Sec. 881.004.  EXEMPTION FROM CHAPTER. This chapter applies

only to a statewide mutual assessment company.  This chapter does

not apply to a company operating as  a local mutual aid

association, fraternal benefit society, or reciprocal exchange or

to a foreign assessment company operating under any other law in

this state. (V.T.I.C. Art. 13.09, Subsec. (a) (part).) 

Source Law

Art. 13.09. (a)  This chapter shall in

no wise affect or apply to companies

operating as local mutual aids, as fraternal

benefit societies, reciprocal exchanges, or

to foreign assessment companies operating

under any other law in this State, or any

other form of insurance other than those

corporations carrying on in this State the

statewide business of mutually protecting or

insuring the lives of their members by

assessments made upon their members.  . . .

Revisor's Note

Subsection (a), V.T.I.C.  Article 13.09,

provides that the chapter does not "affect or

apply to" certain companies. The revised law

omits the reference to "affect" because in

context "affect" is included within the

meaning of "apply to." 

Revised Law

Sec. 881.005.  ORGANIZATION OF NEW COMPANY PROHIBITED. A new

statewide mutual assessment company may not be organized under



this chapter.  (New.) 

Revisor's Note

Section 881.005 is added to the revised

law because it is clear from V.T.I.C. Article

13.01, revised as Section 881.051, Article

13.02, omitted as obsolete at the end of this

subchapter, and the portion of Article 13.06

that is omitted as executed at the end of

this chapter that no new company may be

formed under this chapter.

Revised Law

Sec. 881.006.  ANNUAL STATEMENT. (a)  For the filing of each

annual statement, the department shall charge the appropriate

fee.  The fee must be deposited in the Texas Department of

Insurance operating account.

(b)  Article 1.31A applies to the fee.  (V.T.I.C.

Art. 13.08.) 

Source Law

Art. 13.08. For the filing of each

annual statement, the Board shall charge the

filing fee prescribed by law.  The fee shall

be deposited in the State Treasury to the

credit of the State Board of Insurance

operating fund, and Article 1.31A of this

code applies to that fee.

Revisor's Note

(1)  V.T.I.C. Article 13.08 refers to

the "Board," meaning the "Board of Insurance

Commissioners."  Under Chapter 499, Acts of

the 55th Legislature, Regular Session, 1957,

administration of the insurance laws of this

state was reorganized and the powers and

duties of the Board of Insurance

Commissioners were transferred to the State

Board of Insurance. Chapter 685, Acts of the

73rd Legislature, Regular Session, 1993,

abolished the State Board of Insurance and

transferred its functions to the commissioner

of insurance and the Texas Department of

Insurance.  Chapter 31 of this code defines

"commissioner" and "department" for purposes

of this code and the other insurance laws of

this state to mean the commissioner of

insurance and the Texas Department of

Insurance, respectively.  Throughout this

chapter, references to the Board of Insurance



Commissioners have been changed

appropriately.

(2)  V.T.I.C. Article 13.08 requires

filing fees to be deposited in the state

treasury to the credit of the State Board of

Insurance operating fund.  Under the

authority of Chapter 4, Acts of the 72nd

Legislature, 1st Called Session, 1991, the

Texas Department of Insurance operating fund

(the later name of the State Board of

Insurance operating fund) was converted to an

account in the general revenue fund.  The

revised law is drafted accordingly.

Revisor's Note

(End of Subchapter)

V.T.I.C. Article 13.02 in part provides

that each "mutual assessment life, health and

accident insurance company chartered by

authority of Chapter 6, Title 78, Revised

Civil Statutes of Texas, and licensed by the

Insurance Department of Texas under said Act

and Section 18a of Senate Bill No. 37, Acts

of the First Called Session of the 41st

Legislature, and which has qualified under

this chapter may transact the business of

life, health and accident insurance under the

provisions of its charter and this chapter." 

The revised law omits Article 13.02 because

under Chapter 197, Acts of the 50th

Legislature, Regular Session, 1947, from

which Article 13.02 is derived, each company

had to qualify under that article not later

than six months after the act's effective

date, which was September 4, 1947. 

Currently, only one company is governed by

V.T.I.C. Chapter 13, and that company

qualified under V.T.I.C. Article 13.01,

revised in pertinent part as Section 881.051

of this chapter.  Thus, since no company is

currently governed by Article 13.02 and no

company may qualify under that article,

Article 13.02 is obsolete.  The omitted law

reads:

Art. 13.02. Every mutual assessment

life, health and accident insurance company

chartered by authority of Chapter 6, Title

78, Revised Civil Statutes of Texas, and



licensed by the Insurance Department of Texas

under said Act and Section 18a of Senate Bill

No. 37, Acts of the First Called Session of

the 41st Legislature, and which has qualified

under this chapter may transact the business

of life, health and accident insurance under

the provisions of its charter and this

chapter.  Provided, further, that any such

company may amend or extend its charter by

compliance with the same requirements

provided in the general corporation laws of

Texas.

[Sections 881.007-881.050 reserved for expansion]

SUBCHAPTER B.  STRUCTURE AND OPERATION OF STATEWIDE

MUTUAL ASSESSMENT COMPANIES

Revised Law

Sec. 881.051.  AUTHORITY TO ACT AS STATEWIDE MUTUAL

ASSESSMENT COMPANY. A corporation may engage in business as a

statewide mutual assessment company only if the corporation:

(1)  was incorporated in this state under a law that

was amended, repealed, or reenacted before June 20, 1933;

(2)  was engaged in business as a statewide mutual

assessment company in this state on December 31, 1932;

(3)  does not have capital stock; and

(4)  is not for profit. (V.T.I.C. Art. 13.01 (part).) 

Source Law

Art. 13.01. Any corporation organized

and incorporated under a preexisting law in

this State without capital stock and not for

profit, which law has been amended or

repealed or reenacted, prior to the effective

date of this code and which was operating and

actually carrying on in this State

immediately prior to January 1, 1933, the

statewide business of mutually protecting or

insuring the lives of its members by

assessments made upon its members . . . shall

be known as statewide mutual assessment

corporations.

Revisor's Note

(1)  V.T.I.C. Article 13.01 refers to a

corporation organized and incorporated under

a "preexisting law" in this state, "prior to

the effective date of this code."  The

reference to a "preexisting law" was added by



Chapter 245, General Laws, Acts of the 43rd

Legislature, Regular Session, 1933, which

took effect June 20, 1933. Subsequently,

Chapter 491, Acts of the 52nd Legislature,

Regular Session, 1951, amended Article 13.01

and added the language "prior to the

effective date of this code."  However,

Section 2 of that act provided that

"[n]othing contained in this Act shall be

held or construed to effect any substantive

change in the laws existing prior to the

passage of this Act, . . . ."  Thus, the

revised law substitutes a reference to "June

20, 1933" for "preexisting law" and for

"prior to the effective date of this code." 

(2)  V.T.I.C. Article 13.01 refers to a

corporation "operating and actually carrying

on" a certain type of business in this state. 

The revised law refers instead to a statewide

mutual assessment company "engaged in" a

certain type of business because the phrases

are synonymous in context and the latter is

more consistent with the terminology used in

this code.

Revised Law

Sec. 881.052.  APPLICABILITY OF TEXAS NON-PROFIT CORPORATION

ACT. (a)  Except to the extent of any conflict with this code,

the Texas Non-Profit Corporation Act (Article 1396-1.01 et seq.,

Vernon's Texas Civil Statutes) applies to a statewide mutual

assessment company. The commissioner has each power and duty of,

and shall perform each act to be performed by, the secretary of

state under that Act with respect to statewide mutual assessment

companies.

(b)  On advance approval of the commissioner, a statewide

mutual assessment company may pay dividends to its members.

(V.A.C.S. Art. 1396-10.04, Sec. B (part).) 

Source Law

[Art. 1396-10.04] 

B.  In so far as the same are not

inconsistent with or contrary to any

applicable provision of the Insurance Code of

Texas, or any amendment thereto, the

provisions of this Act shall apply to and

govern . . . statewide mutual assessment

corporations, . . . ;  provided however, (a) 

that any such mutual insurance associations

. . . may, upon advance approval of the



Commissioner of Insurance, pay dividends to

its members, and (b) that wherever in this

Act some duty, responsibility, power,

authority, or act is vested in, required of,

or to be performed by the Secretary of State,

such is to be vested in, required of, or

performed by the Commissioner of Insurance in

so far as such mutual insurance . . .

associations are concerned.

Revisor's Note

(1)  Section B, V.A.C.S. Article

1396-10.04, states that the Texas Non-Profit

Corporation Act (Article 1396-1.01 et seq.,

Vernon's Texas Civil Statutes) shall "apply

to and govern" statewide mutual assessment

corporations. The revised law omits the

reference to "govern" because, in context,

"govern" is included within the meaning of

"apply to." 

(2)  Section B, V.A.C.S. Article

1396-10.04, refers to the Insurance Code "or

any amendment thereto." The revised law omits

the reference to "any amendment thereto"

because under Section 311.027, Government

Code (Code Construction Act), unless

expressly provided otherwise, a reference to

a statute applies to all reenactments,

revisions, or amendments of the statute.

(3)  Section B, V.A.C.S. Article

1396-10.04, refers to a "duty,

responsibility, power, authority . . ." of

the secretary of state and commissioner of

insurance.  The revised law substitutes

"power and duty" for the quoted phrase

because "responsibility" is included within

the meaning of "duty" and "authority" is

included within the meaning of "power." 

(4)  Section B, V.A.C.S. Article

1396-10.04, refers to an act "vested in,

required of, or to be performed by" the

secretary of state and commissioner of

insurance. The revised law omits the

references to "vested in" and "required of"

because, in context, these phrases are

included within the meaning of the phrase "to

be performed by." 



Revised Law

Sec. 881.053.  SEPARATE GROUPS, CLUBS, OR CLASSES. A

statewide mutual assessment company may provide in its by-laws

for the creation of separate groups, clubs, or classes based on

reasonable classifications specified in the by-laws. (V.T.I.C.

Art. 13.03 (part).) 

Source Law

Art. 13.03.  . . .  Nothing herein shall

be construed, however, as to prohibit any

corporation hereunder from providing by its

by-laws for the creation of separate groups,

clubs, or classes, based upon such a

reasonable classification as specified in the

by-laws, . . . .

Revised Law

Sec. 881.054.  MINIMUM MEMBERSHIP REQUIRED. A statewide

mutual assessment company may not issue a certificate or policy

unless the membership of the company or the group, class, or club

of the company that is liable for assessments on the certificate

or policy is sufficient in number at the assessment rate charged

the company, group, class, or club to pay 50 percent of the

maximum benefit in the certificate or policy.  (V.T.I.C.

Art. 13.05 (part).) 

Source Law

Art. 13.05. [No corporation operating

under this chapter shall write] . . . nor any

policy or certificate of insurance unless the

membership of said corporation, liable for

assessments on said policy or certificate or

group or class or club liable therefor shall

be sufficient in number at the assessment

rate charged said class to pay fifty (50%)

per cent of the maximum benefit set forth in

said policy or certificate. . . .

Revised Law

Sec. 881.055.  USE OF COMPANY NAME. A statewide mutual

assessment company may not operate an independent branch office

or a separate group, club, or class under a name different from

the name of the company.  (V.T.I.C. Art. 13.03 (part).) 

Source Law

Art. 13.03. No corporation operating

under this chapter shall be permitted to

operate any independent branch office,



separate group, club, or class, under any

other name than that of said

corporation, . . . .

Revised Law

Sec. 881.056.  ISSUANCE OF CERTIFICATE OR POLICY TO SEPARATE

GROUPS, CLUBS, OR CLASSES. (a)  A certificate or policy issued by

the company to members of a group, club, or class may limit

benefits under the certificate or policy to the assessments made,

levied, and collected from the group, club, or class.

(b)  The assets or benefits of a group, club, or class may

not be pledged or transferred without the consent of at least

three-fourths of the members of the group, club, or class. 

(V.T.I.C. Art. 13.03 (part).) 

Source Law

Art. 13.03.  . . . and providing in the

policies issued to the members of such

groups, clubs, or classes that the benefits

under said policies shall be limited to the

assessments made, levied, and collected from

any such particular group, club, or class,

respectively.  It is further provided that no

stock or assets or benefits of any such

particular group, club or class, shall be

pledged, sold, or transferred without the

consent of three-fourths (3/4) of the members

of such particular group, club, or class.

Revisor's Note

(1)  V.T.I.C. Article 13.03 refers to

"policies."  The revised law substitutes

"certificate or policy" for "policies" in

this section and for "policy" throughout this

chapter to maintain consistency throughout

the chapter.  It is clear from other

provisions of Chapter 13, revised as this

chapter, that the types of documents issued

by a statewide mutual assessment company may

be called a "certificate" or a "policy." 

(2)  V.T.I.C. Article 13.03 refers to

"stock or assets or benefits" of a group,

club, or class being "pledged, sold, or

transferred."  The revised law omits "stock"

because its meaning is included within the

meaning of "assets."  The revised law also

omits "sold" because its meaning is included

within the meaning of "transferred." 



Revised Law

Sec. 881.057.  INSUFFICIENT MEMBERSHIP:  CONSOLIDATION OR

DISCONTINUATION OF GROUP, CLUB, OR CLASS OR LIQUIDATION OF

COMPANY. (a)  If membership of a group, club, or class of a

statewide mutual assessment company is less than the number 

required by Section 881.054, the company shall immediately

notify:

(1)  the members of the group, club, or class; or

(2)  if the company has only one group, club, or class,

the members of the company.

(b)  Not later than six months after a statewide mutual

assessment company notifies the members of a group, club, or

class under Subsection (a)(1), the company shall:

(1)  increase the membership of the group, club, or

class to at least the number required by Section 881.054;

(2)  consolidate the group, club, or class with another

group, club, or class; or

(3)  discontinue the group, club, or class.

(c)  Not later than six months after a statewide mutual

assessment company notifies the members of the company under

Subsection (a)(2), the company shall increase the membership to

at least the number required by Section 881.054.  If the

membership is not increased to at least that number, the

commissioner shall take steps to liquidate the company under

Subchapter L, Chapter 887. (V.T.I.C. Art. 13.05 (part).)

Source Law

Art. 13.05. . . . In the event the

membership in any group, class, or club of

said corporation shall fall below such

number, then the corporation shall

immediately notify the members of such group,

class, or club, and if said membership is not

increased to said number within six (6)

months thereafter, said group, class, or

club, shall be consolidated with some other

group, class, or club, or discontinued.  In

the event any corporation hereunder has only

one class, group, or club, then in the event

the membership of said corporation shall at

any time fall below fifty (50%) per cent of

the number required at the assessment rate

charged to pay the maximum benefit provided

by any one of its policies or certificate,

the corporation shall immediately notify the

members of the corporation, and unless the

membership is increased to said number within

six (6) months thereafter, the Board of



Insurance Commissioners shall take steps

under Article 14.33 of Chapter 14 to bring

about the liquidation of said corporation.

Revised Law

Sec. 881.058.  AGENT. (a)  A person who solicits an

application for a certificate or policy providing insurance on

the life of another is considered to be an agent of the statewide

mutual assessment company that issues the certificate or policy

in a controversy between the company and the insured or the

insured's beneficiary.

(b)  An agent described by Subsection (a) may not waive or

alter the terms of an application, certificate, or policy.

(V.T.I.C. Art. 13.04 (part).) 

Source Law

Art. 13.04. . . . any person who shall

solicit an application for insurance upon the

life of another shall in any controversy

between the insured and his beneficiary and

the company issuing any policy upon such

application, be regarded as the agent of the

company, and not the agent of the insured,

but such agent shall not have power to waive,

change or alter any of the terms or

conditions of the application or policy.

Revisor's Note

(1)  V.T.I.C. Article 13.04 provides

that an agent does not have the authority to

"waive, change or alter" the terms of an

application or policy.  The revised law omits

the reference to "change" as unnecessary

because the meaning of "change" is included

within the meaning of "alter." 

(2)  V.T.I.C. Article 13.04 refers to

the "terms or conditions" of an application

or policy. The revised law omits the

reference to "conditions" because its meaning

is included within the meaning of "terms." 

[Sections 881.059-881.100 reserved for expansion]

SUBCHAPTER C.  BENEFITS PROVIDED BY STATEWIDE

MUTUAL ASSESSMENT COMPANIES

Revised Law

Sec. 881.101.  TYPES OF CERTIFICATES OR POLICIES AUTHORIZED.

(a)  A statewide mutual assessment company may issue only a

certificate or policy that provides for the continuous payment of

premiums or assessments during the policyholder's life.



(b)  A statewide mutual assessment company may not:

(1)  issue a certificate or policy on a limited payment

plan; or

(2)  promise to pay an endowment or annuity benefit.

(V.T.I.C. Art. 13.04 (part).) 

Source Law

Art. 13.04. No corporation hereunder

shall issue any certificate or policy upon a

limited payment plan, nor guarantee or

promise to pay any type of endowment or

annuity benefits, but shall confine its

operation to the issuance of certificates

looking to continuous payment of premiums or

assessments during the life time of the

policyholder.

. . .

Revisor's Note

(1)  V.T.I.C. Article 13.04 refers to a

"guarantee or promise to pay."  The revised

law omits "guarantee" because in context its

meaning is included within the meaning of

"promise to pay." 

(2)  V.T.I.C. Article 13.04 authorizes a

statewide mutual assessment company to issue

only certain types of "certificates" and

prohibits companies from issuing a

"certificate or policy" of another type. 

Throughout this subchapter, the revised law

substitutes "certificate or policy" for the

reference to "certificates." 

Revised Law

Sec. 881.102.  MAXIMUM BENEFIT UNDER CERTIFICATE OR POLICY.

A statewide mutual assessment company may not issue a certificate

or policy that provides a benefit that exceeds $5,000.  (V.T.I.C. 

Art. 13.05 (part).) 

Source Law

Art. 13.05. No corporation operating

under this chapter shall write any policy or

certificate of insurance calling for a

maximum benefit in excess of Five Thousand

($5,000.00) Dollars, . . . .

Revised Law

Sec. 881.103.  LOCATION OF ISSUANCE OF CERTIFICATES OR

POLICIES. A statewide mutual assessment company may issue



certificates or policies only in the home office of the company. 

(V.T.I.C. Art. 13.03 (part).) 

Source Law

Art. 13.03.  . . . [corporation

operating under this chapter] . . . but all

of its policies shall be issued in the home

office of said corporation. . . .

Revised Law

Sec. 881.104.  CERTIFICATE OR POLICY AND APPLICATION;

REPRESENTATIONS IN APPLICATION. (a)  An application for a

certificate or policy may not be used as a defense against a

claim or loss under the certificate or policy unless a copy of

the application is attached to the certificate or policy.

(b)  A misrepresentation in an application for a certificate

or policy may not be used as a defense against a claim or loss

under the certificate or policy unless it is shown that the

misrepresentation is material to the risk assumed.  (V.T.I.C.

Art. 13.04 (part).) 

Source Law

Art. 13.04. . . .

Nothing in any application for the

policy shall constitute a defense against any

claim or loss under the policy unless a copy

of said application is attached to the

policy, and no misrepresentation therein

shall constitute a defense unless same shall

be shown to be material to the risk assumed,

and . . . .

[Sections 881.105-881.700 reserved for expansion]

SUBCHAPTER O.  ENFORCEMENT; CRIMINAL PENALTY

Revised Law

Sec. 881.701.  GENERAL CRIMINAL PENALTY. (a)  A person

commits an offense if:

(1)  the person violates this chapter; or

(2)  the person:

(A)  is a corporation or a responsible officer of

a corporation; and

(B)  permits or participates in a violation of

this chapter by a corporation.

(b)  An offense under this section is a misdemeanor

punishable by a fine not to exceed $500.  (V.T.I.C. Art. 13.07

(part).) 



Source Law

Art. 13.07. Any person or persons

violating any of the provisions of this

chapter shall be deemed guilty of a

misdemeanor and upon conviction shall be

fined in any sum not more than Five Hundred

($500.00) Dollars.  Any responsible officer

or any corporation permitting or

participating in the violation of this law by

any corporation shall be deemed guilty of a

violation of this chapter and subject to the

penalties herein.

 . . .

Revised Law

Sec. 881.702.  ENFORCEMENT BY ATTORNEY GENERAL. (a)  The

attorney general may enforce the penalty provided under Section

881.701 and Section 887.705 against a corporation or

unincorporated association.

(b)  Notwithstanding Section 887.209, venue of a prosecution

under this section may be in Travis County.  (V.T.I.C. Art. 13.07

(part).) 

Source Law

Art. 13.07. . . .

The Attorney General shall be authorized

to enforce in addition to the rights of

forfeiture provided herein the penalty

provided in this article and Article 14.59 of

Chapter 14 against any corporation or

unincorporated association which shall be

guilty of the violation of any of the

provisions of this chapter and Chapter 14. 

The venue of any suit or prosecution under

this article may be in Travis County, Texas.

Revisor's Note

(1)  V.T.I.C. Article 13.07 refers to

the attorney general's enforcement powers

under V.T.I.C. Chapter 13, revised as this

chapter, as being "in addition to the rights

of forfeiture provided herein."  The revised

law omits the quoted language because it

refers to that part of V.T.I.C. Article 13.06

that is omitted from the revised law for the

reason stated in the revisor's note at the

end of this chapter.



(2)  V.T.I.C. Article 13.07 refers to a

"suit or prosecution" under that article. The

revised law omits "suit" because that term is

not commonly used to refer to the type of

proceeding used to enforce a criminal

penalty.

(3)  V.T.I.C. Article 13.07 in part

provides that venue of a prosecution under

that article against a corporation may be in

Travis County, Texas. V.T.I.C. Article 14.35,

revised as Section 887.209 of this code, is a

general venue provision that applies to an

action brought against a statewide mutual

assessment company and provides that venue

shall be in the county in which the

policyholder or beneficiary resides or in

which the principal office of the corporation

is located.  The revised law adds a reference

to Section 887.209 to clarify that the venue

provided by Article 13.07 is in addition to

the venue provided by Article 14.35.

Revisor's Note

(End of Chapter)

V.T.I.C. Article 13.06 in part provides

that the attorney general shall "immediately

upon the effective date of this code . . .

take necessary action . . . to enforce the

forfeiture of charters" of certain

corporations and that such corporations are

"forever prohibited from carrying on any

business in this State."  The article also

provides that the charters of certain other

corporations are "expressly continued in

force subject to the provisions of law."  The

revised law omits that part of Article 13.06

relating to the forfeiture and continuation

of charters as executed.  The omitted law

reads:

Art. 13.06. . . .  Each and every

charter of every corporation and mutual

relief or benefit association granted by the

State of Texas under the authority of the

Secretary of State of this State, which was

or is exempt from the provisions of the

insurance laws of this State by the terms of

Article 2971a, R.S. 1879, (Article 3096,

Revised Statutes 1895) and Article 3096w,



Revised Statutes, 1895, which corporations

heretofore have failed or refused to comply

with the terms of Chapter 8A, Title 78,

Revised Civil Statutes of Texas is hereby

expressly repealed and revoked and said

corporations are hereafter forever prohibited

from carrying on any business in this State. 

It is the expressed intent of this article

and this chapter to revoke, repeal and cancel

the charter of every corporation, dormant, or

otherwise, exempt from the insurance laws of

this State by Article 2971a, Revised Statutes

1879, and Article 3096 and 3096w, Revised

Statutes of 1895, which failed to comply with

the terms of Chapter 8A, Title 78, Revised

Civil Statutes of Texas.  The charters of all

corporations complying with said Chapter 8A,

Title 78, are expressly continued in force

subject to the provisions of law.  It shall

be the duty of the Attorney General of this

State immediately upon the effective date of

this code to take necessary action by quo

warranto, application for receiver, or

otherwise to enforce the forfeiture of

charters as provided herein and to liquidate

and close the affairs of any corporation

herein referred to which has heretofore

failed to comply with the terms of this

chapter and Chapter 14 of this code.
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CHAPTER 882.  MUTUAL LIFE INSURANCE COMPANIES

SUBCHAPTER A.  GENERAL PROVISIONS

Revised Law

Sec. 882.001.  APPLICABILITY OF THIS CHAPTER AND OTHER LAW.

Except to the extent of any conflict with this chapter, a law

governing a company organized under Chapter 841 applies to a

mutual life insurance company organized under this chapter.

(V.T.I.C. Art. 11.19 (part).)

Source Law

Art. 11.19. The provisions of Chapter 3

of this Code, when not in conflict with the

Articles of this Chapter, shall apply to and

govern mutual life insurance companies

organized under the provisions of this

Chapter, [provided, however, that when any

mutual life insurance company organized under

the provisions of this Chapter has a surplus

equal to or greater than the minimum of

capital and surplus required of capital stock

companies under the provisions of Article

3.02 of Chapter 3, Insurance Code of the



State of Texas, Revised Civil Statutes of

Texas of 1925, the following provisions of

Chapter 11 only shall apply to such mutual

companies: 11.01, 11.02, 11.03, 11.04, 11.05,

11.06, 11.07, 11.10, 11.11, 11.12, 11.14,

11.16, 11.17, 11.18, 11.19, 11.20, and

11.21.]  On all other matters the provisions

of said Chapter 3 shall apply to and govern

such mutual life insurance companies.

Revisor's Note

(1)  V.T.I.C. Article 11.19 refers to

Chapter 3 of the Insurance Code. To

accurately reflect the intent of the

legislature, the revised law refers to the

law governing a company organized under

Chapter 841. Chapter 841 revises the

provisions of Chapter 3 relating to the

organization of domestic life, health, and

accident insurance companies.

(2)  V.T.I.C. Article 11.19 states that

certain laws shall "apply to and govern"

mutual life insurance companies.  The revised

law omits "govern" as unnecessary because its

meaning is included in the meaning of "apply

to."

(3)  V.T.I.C. Article 11.19 lists those

provisions of Chapter 11 that apply to a

mutual life insurance company organized under

the chapter that has a surplus of at least

the minimum amount of capital and surplus

required of a capital stock company under

V.T.I.C. Article 3.02.  Because most of

Chapter 11 applies to those companies, the

revised law instead includes a specific

statement in each part of the revision that

does not apply to such a company. The omitted

law reads:

Art. 11.19. . . . provided, however,

that when any mutual life insurance company

organized under the provisions of this

Chapter has a surplus equal to or greater

than the minimum of capital and surplus

required of capital stock companies under the

provisions of Article 3.02 of Chapter 3,

Insurance Code of the State of Texas, Revised

Civil Statutes of Texas of 1925, the

following provisions of Chapter 11 only shall



apply to such mutual companies: 11.01, 11.02,

11.03, 11.04, 11.05, 11.06, 11.07, 11.10,

11.11, 11.12, 11.14, 11.16, 11.17, 11.18,

11.19, 11.20, and 11.21.  . . .

Revised Law

Sec. 882.002.  EXAMINATION OF COMPANY. Articles 1.15 and

1.16 apply to a mutual life insurance company organized under

this chapter.  (V.T.I.C. Art. 11.07.)

Source Law

Art. 11.07. All of the provisions of

Article 1.15 and Article 1.16 relative to the

examination of companies shall apply to

companies formed under this Chapter.

Revised Law

Sec. 882.003.  ANNUAL STATEMENT. A mutual life insurance

company shall file an annual statement with the department. 

(V.T.I.C. Art. 11.06 (part).)

Source Law

Art. 11.06. Such mutual life insurance

companies shall file their annual statements

with the Board of Insurance Commissioners,

and . . . .

Revisor's Note

V.T.I.C. Article 11.06 refers to the

"Board of Insurance Commissioners."  Under

Chapter 499, Acts of the 55th Legislature,

Regular Session,  1957, administration of the

insurance laws of this state was reorganized

and the powers and duties of the Board of

Insurance Commissioners were transferred to

the State Board of Insurance.  Chapter 685,

Acts of the 73rd Legislature, Regular

Session, 1993, abolished the State Board of

Insurance and transferred its functions to

the commissioner of insurance and the Texas

Department of Insurance.  Chapter 31 of this

code defines "commissioner" and "department"

for purposes of this code and the other

insurance laws of this state to mean the

commissioner of insurance and the Texas

Department of Insurance, respectively. 

Throughout this chapter, references to the

Board of Insurance Commissioners and the



State Board of Insurance have been changed

appropriately.

[Sections 882.004-882.050 reserved for expansion]

SUBCHAPTER B.  FORMATION AND STRUCTURE OF MUTUAL LIFE

INSURANCE COMPANY

Revised Law

Sec. 882.051.  AUTHORITY TO FORM COMPANY; PURPOSE. A mutual

life insurance company may be formed under this chapter to insure

the lives of individuals on the mutual level premium and legal

reserve plan. (V.T.I.C. Art. 11.01, Sec. 1 (part).)

Source Law

Sec. 1.  . . . may form a mutual life

insurance company for the purposes of

insuring the lives of individuals on the

mutual level premium, legal reserve plan, and

. . . .

Revised Law

Sec. 882.052.  FORMATION OF COMPANY; ARTICLES OF

INCORPORATION. (a)  Nine or more persons who are residents of

this state may form a mutual life insurance company by executing

and acknowledging articles of incorporation for that purpose.

(b)  The articles of incorporation of the proposed company

must state:

(1)  the name and residence of each incorporator;

(2)  the name of the company;

(3)  the location of the company's principal office at

which company business is to be transacted;

(4)  the number of directors;

(5)  the name and residence of each initial director;

and

(6)  the amount of the company's unencumbered surplus.

(V.T.I.C. Art. 11.01, Sec. 1 (part).)

Source Law

Art. 11.01 

Sec. 1.  Nine or more persons, residents

of this State, [may form a mutual life

insurance company] . . . by executing and

acknowledging articles of incorporation for

that purpose.  Such articles of incorporation

shall set forth:

1.  The name and residence of each

incorporator;

2.  The name of the proposed

company, . . .

3.  The location of the principal



office from which the business of the company

is to be transacted;

4.  The number of directors and the

name and residence of each one [who is to

serve until the first regular election of

directors];

5.  The amount of its free surplus

. . . .

Revisor's Note

Section 1, V.T.I.C. Article 11.01,

refers to a mutual life insurance company's

"free surplus."  Throughout this chapter, the

revised law substitutes "unencumbered

surplus" for "free surplus" because, in

context, the phrases are synonymous and the

phrase "unencumbered surplus" is more

consistent with modern usage.

Revised Law

Sec. 882.053.  COMPANY'S NAME. (a)  The name of a mutual

life insurance company must contain the words "Mutual Life

Insurance Company."

(b)  A mutual life insurance company's name may not be so

similar to the name of another insurance company as to likely

mislead the public. (V.T.I.C. Art. 11.01, Sec. 1 (part).)

Source Law

Sec. 1.  . . . 

2.  [The name of the proposed

company,] which shall contain the words

"Mutual Life Insurance Company" as a part

thereof; and the name selected shall not be

so similar to that of any other insurance

company as to be likely to mislead the

public;

. . .

Revised Law

Sec. 882.054.  INITIAL BOARD OF DIRECTORS; TERM. An initial

director named as provided in Section 882.052 serves until:

(1)  the first annual election of directors;

(2)  the initial director's successor qualifies for

office; or

(3)  the initial director is removed from the board for

improper practices.  (V.T.I.C. Art. 11.01, Sec. 1 (part);

Art. 11.03 (part).)



Source Law

Art. 11.01 

Sec. 1.  . . .

4.  [The . . . directors and the

name . . . of each one] who is to serve until

the first regular election of directors;

. . .

Art. 11.03.  . . . The directors who are

to serve until the first annual election

[shall be named in the charter, and] they

shall hold office until their successors

shall be elected and qualified, or until they

shall be removed for improper

practices. . . .

Revisor's Note

Section 1, V.T.I.C. Article 11.01,

refers to the first "regular" election of

directors.  The revised law substitutes

"annual" for "regular" to provide for

consistent use of terminology in this

chapter.

Revised Law

Sec. 882.055.  UNENCUMBERED SURPLUS REQUIREMENTS. A mutual

life insurance company must possess at the time of incorporation

unencumbered surplus in an amount of at least $200,000.  The

unencumbered surplus may consist only of:

(1)  United States currency;

(2)  bonds of the United States, this state, or a

county or municipality of this state; or

(3)  government insured mortgage loans that are

authorized by this chapter, with not more than 25 percent of the

unencumbered surplus invested in first mortgage real estate

loans.  (V.T.I.C. Art. 11.01, Sec. 1 (part).)

Source Law

Sec. 1.  . . . 

5.  [The amount of its free

surplus] which shall, at the time of

incorporation, be not less than Two Hundred

Thousand ($200,000.00) Dollars.  Such free

surplus shall, at the time of incorporation,

consist only of lawful money of the United

States or bonds of the United States or of

this State or of any county or incorporated

municipality thereof, or government insured



mortgage loans which are otherwise authorized

by this chapter, and shall not include any

real estate as a part of its free surplus; 

provided, however, that twenty-five (25%) per

cent of the minimum free surplus may be

invested in first mortgage real estate

loans. . . .

Revisor's Note

(1)  Section 1, V.T.I.C. Article 11.01,

refers to an "incorporated municipality." 

The revised law omits "incorporated" because

under the Local Government Code all

municipalities must be incorporated.

(2)  Section 1, V.T.I.C. Article 11.01,

provides that the minimum surplus "shall not

include any real estate."  The revised law

omits the quoted phrase as unnecessary

because the revised law expressly sets out

all of the forms that surplus may take, which

do not include real property.

Revised Law

Sec. 882.056.  APPLICATION FOR CHARTER. (a)  To obtain a

charter for a mutual life insurance company under this chapter,

the incorporators must pay the charter fee in the amount

determined under Article 4.07 and file with the department:

(1)  an application for charter on the form and

including the information prescribed by the commissioner;

(2)  the company's articles of incorporation; and

(3)  an affidavit made by two or more of the

incorporators that states that:

(A)  the unencumbered surplus requirements of

Section 882.055 are satisfied;

(B)  the unencumbered surplus is the bona fide

property of the company; and

(C)  the information in the application and

articles of incorporation is true and correct.

(b)  The commissioner may require that the incorporators

provide at their expense additional evidence of a matter required

in the affidavit before the commissioner takes further action on

the application for the charter.

(c)  The charter must state the name of each director who is

to serve until the first annual election. (V.T.I.C. Art. 11.02,

Sec. 1 (part); Art. 11.03 (part).)

Source Law

Art. 11.02 

Sec. 1.  As a condition precedent to the



granting of a charter of any such insurance

company, the incorporators shall file with

the State Board of Insurance the following:

1.  An application for charter on

such form and include therein such

information as may be prescribed by the

Board;

2.  The articles of incorporation

as provided in this Code;

3.  An affidavit made by two (2) or

more of its incorporators that such company

is possessed of at least Two Hundred Thousand

($200,000.00) Dollars free surplus, as

required by law, which affidavit shall state

that the facts set forth in the application

and articles of incorporation are true and

correct and that the free surplus is the bona

fide property of such company.  The State

Board of Insurance may, in its discretion, at

the expense of the incorporators, require

other and additional satisfactory evidence of

the matters required to be set forth in said

affidavit before it shall be required to file

the articles of incorporation, application

for charter, or follow the procedure

hereinafter set forth;

4.  A charter fee prescribed by

law.

. . .

Art. 11.03. . . .  The directors who are

to serve until the first annual election

shall be named in the charter, and . . .

Revisor's Note

Section 1, V.T.I.C. Article 11.02,

refers to the charter fee "prescribed by

law."  V.T.I.C. Article 4.07 is a

comprehensive fee provision applicable by its

terms to "any and all . . . mutual insurance

companies."  That article authorizes the

Texas Department of Insurance to set the

amounts of various fees, including a fee for

filing a charter.  Accordingly, the revised

law substitutes a general reference to a fee

in the amount determined under V.T.I.C.

Article 4.07.



Revised Law

Sec. 882.057.  APPLICATION PROCESS. (a)  After the charter

fee is paid and all items required for a charter under Section

882.056 are filed with the department, the commissioner may set a

date for a hearing on the application.

(b)  The date for a hearing on an application may not be

before the 11th or later than the 60th day after the date notice

is provided under Subsection (c).

(c)  The commissioner shall:

(1)  provide written notice of the date of the hearing

to:

(A)  the person or persons who filed the

application; and

(B)  any interested party, including any other

party who had previously requested a copy of the notice; and

(2)  publish, at the expense of the incorporators, a

copy of the notice in a newspaper of general circulation in the

county in which the mutual life insurance company's home office

is proposed to be located.

(d)  The department shall make a record of the proceedings

of a hearing under this section.

(e)  An interested party is entitled to oppose or support

the granting or denial of the application and may intervene and

participate fully and in all respects in any hearing or other

proceeding on the application.  An intervenor has the rights and

privileges of a proper or necessary party in a civil suit in the

courts of this state, including the right to be represented by

counsel.  (V.T.I.C. Art. 11.02, Sec. 1 (part).)

Source Law

Sec. 1.  . . . 

When such application for charter,

articles of incorporation, affidavit and

charter fee are filed with the State Board of

Insurance, the Board may set a date for a

public hearing of the same, which date shall

be not less than ten (10) nor more than sixty

(60) days after the date of notice thereof. 

The Board shall notify in writing the person

or persons submitting such application of the

date for such hearing, and shall furnish a

copy of such notice to all interested

parties, including any other parties who have

theretofore requested a copy of such notice. 

The Board shall, at the expense of the

incorporators, publish a copy of such notice

in any newspaper of general circulation in

the county of the proposed home office of



said company.  In all such public hearings on

such applications, a record shall be made of

such proceedings and . . . .  Any interested

party shall have the right to oppose or

support the granting or denial of such

application and may intervene and participate

fully and in all respects in any hearing or

other proceeding had on any such application. 

Any such intervenor shall have and enjoy all

the rights and privileges of a proper or

necessary party in a civil suit in the courts

of this State, including the right to be

represented by counsel.

. . .

Revisor's Note

Section 1, V.T.I.C. Article 11.02,

refers to a "public hearing" of the former

State Board of Insurance.  Throughout this

chapter, the revised law omits "public" as

unnecessary.  In context, "hearing" means a

hearing open to the public.

Revised Law

Sec. 882.058.  ACTION ON APPLICATION. (a)  In considering

the application, the commissioner, not later than the 30th day

after the date a hearing under Section 882.057 is completed,

shall determine if:

(1)  the minimum unencumbered surplus required by

Section 882.055 is the bona fide property of the mutual life

insurance company;

(2)  the proposed officers, directors, and managing

executives of the company have sufficient insurance experience,

ability, and standing to make success of the proposed company

probable; and

(3)  the applicants are acting in good faith.

(b)  If the commissioner determines by an affirmative

finding any of the issues under Subsection (a) adversely to the

applicants, the commissioner shall reject the application in

writing, giving the reason for the rejection.  An application may

not be granted unless it is adequately supported by competent

evidence.

(c)  If the commissioner does not reject the application

under Subsection (b), the commissioner shall approve the

application.  (V.T.I.C. Art. 11.02, Sec. 1 (part).)

Source Law

Sec. 1.  . . . no such application shall

be granted except when same is adequately



supported by competent evidence. . . .

In considering any such application, the

Board shall within thirty (30) days after

public hearing, determine whether:

(a)  The minimum free surplus, as

required by law, is the bona fide property of

the company;

(b)  The proposed officers, directors

and managing executive have sufficient

insurance experience, ability and standing to

render success of the proposed company

probable;

(c)  The applicants are acting in good

faith;

If the Board shall determine by an

affirmative finding any of the above issues

adversely to the applicants, it shall reject

the application in writing, giving the reason

therefor.  Otherwise, the Board shall approve

the application, whereupon all such documents

shall be deposited with the Board.

Revisor's Note

Section 1, V.T.I.C. Article 11.02,

provides that on the board's approval of an

application for a charter, "all such

documents shall be deposited with the Board."

The revised law omits the quoted language as

unnecessary because it duplicates the

requirement under that section, revised as

Section 882.056, that the incorporators of a

mutual life insurance company file with the

board the charter application, the company's

articles of incorporation, and an affidavit.

Revised Law

Sec. 882.059.  EXAMINATION AFTER DETERMINATION. After making

a determination on an application under Section 882.058, the

commissioner shall immediately make or cause to be made a full

and thorough examination of the mutual life insurance company. 

The company shall pay for the examination.  (V.T.I.C. Art. 11.02,

Sec. 2 (part).)

Source Law

Sec. 2. The Board shall thereupon

immediately make, or cause to be made, at the

expense of the company, a full and thorough

examination thereof. . . .



[Sections 882.060-882.100 reserved for expansion]

SUBCHAPTER C.  AUTHORITY TO ENGAGE IN BUSINESS

Revised Law

Sec. 882.101.  ISSUANCE OF CERTIFICATE OF AUTHORITY. (a) 

After the examination of a mutual life insurance company under

Section 882.059, the commissioner shall issue a certificate of

authority to the company if the commissioner finds that:

(1)  the company has complied with all applicable laws;

(2)  the company satisfies the unencumbered surplus

requirements of Section 882.055; and

(3)  the company's unencumbered surplus is in the

custody of the company's officers.

(b)  A certificate of authority issued under this section

authorizes the company to engage in the business of life, health,

or accident insurance in this state as may be specified in the

company's charter or charter application.  (V.T.I.C. Art. 11.02,

Sec. 2 (part).)

Source Law

Sec. 2. [The Board shall thereupon

immediately make, or cause to be

made, . . . a full and thorough examination

thereof.]  If it finds that the company has

complied with all applicable laws and is

possessed of a free surplus of not less than

Two Hundred Thousand ($200,000.00) Dollars

and that such surplus is in the custody of

the officers either in cash or classes of

investments as provided in Paragraph 5 of

Article 11.01 of this Code, as amended, it

shall issue to such company a certificate of

authority to transact a life, health or

accident insurance business within this State

as such officers may apply for and as may be

authorized by its charter issued pursuant to

Article 11.01 of this chapter; . . . .  No

original or first certificate of authority

shall be granted, except in conformity

herewith.

Revisor's Note

(1)  Section 2, V.T.I.C. Article 11.02,

refers to "Paragraph 5 of Article 11.01 of

this Code, as amended." Throughout this

chapter, the revised law omits references to

"as amended" because under Section 311.027,

Government Code (Code Construction Act),

applicable to the revised law, a reference to



a statute applies to all reenactments,

revisions, or amendments of the statute.

(2)  Section 2, V.T.I.C. Article 11.02,

refers to a finding by the commissioner of

insurance that a mutual life insurance

company possesses unencumbered surplus in an

amount of at least $200,000 in cash or

classes of investments as provided by

Paragraph 5 of Article 11.01 of the Insurance

Code.  Paragraph 5 of Article 11.01 is

revised in relevant part as Section 882.055

of this chapter and included within that

section is the requirement that a mutual life

insurance company possess unencumbered

surplus in an amount of at least $200,000. 

Accordingly, the revised law refers to a

finding by the commissioner that a company

satisfies the unencumbered surplus

requirements of Section 882.055.

(3)  Section 2, V.T.I.C. Article 11.02,

refers to an "original or first" certificate

of authority and to the term of a certificate

of authority issued under that article,

implying that a certificate of authority is

subject to renewal. In addition, V.T.I.C.

Article 11.06 requires mutual life insurance

companies to file an annual statement with

the Texas Department of Insurance "and

receive from the [department] their

certificates of authority to transact the

business of life, health, and accident

insurance," implying a requirement that a

certificate of authority must be renewed. 

Under Section 1, Article 1.14, revised in

relevant part as Section 801.053, a

certificate of authority is valid until it is

suspended or revoked.  Section 2, Chapter

194, Acts of the 56th Legislature, Regular

Session, 1959, amending Article 1.14,

repealed "[a]ll laws and parts of laws in

conflict herewith . . ., including [Article]

11.02 . . . to the extent that they require

periodic renewal of certificates of

authority."  The omitted law reads:

[Art. 11.02]

Sec. 2. . . . which certificate shall be

issued for a period of not more than fifteen

(15) months and not extending more than



ninety (90) days beyond the last day of

February next after the date of its issuance,

on which date such certificate shall expire

by its terms unless revoked or suspended

according to law.  . . .

Art. 11.06. [Such mutual life insurance

companies shall file their annual statements

with the Board of Insurance Commissioners,

and] receive from the Board their

certificates of authority to transact the

business of life, health, and accident

insurance.

(4)  Section 1, V.T.I.C. Article 11.01,

states that a mutual life insurance company

may issue a life, health, or accident

insurance policy subject to the provisions of

this chapter.  The revised law omits the

provision as unnecessary.  V.T.I.C. Article

11.02, revised in relevant part as this

section, provides for the issuance of a

certificate of authority to a mutual life

insurance company that authorizes the company

to engage in the business of life, health, or

accident insurance. Included within that

authority is the authority to issue a life,

health, or accident insurance policy.  The

omitted law reads:

Sec. 1.  . . . any such company

heretofore or hereafter created may issue,

combined or separately, life, health and

accident insurance policies, subject to the

provisions of this chapter, . . . .

[Sections 882.102-882.150 reserved for expansion]

SUBCHAPTER D.  MANAGEMENT OF MUTUAL LIFE INSURANCE COMPANY

Revised Law

Sec. 882.151.  BOARD OF DIRECTORS. (a)  The board of

directors of a mutual life insurance company controls the

business of the company.

(b)  The board of directors consists of at least five

directors as stated in the company's articles of incorporation.

(V.T.I.C. Art. 11.03 (part).)

Source Law

Art. 11.03. The business of a mutual



life insurance company shall be controlled

and directed by a board of directors

consisting of not less than five (5)

members, . . . .

Revisor's Note

V.T.I.C. Article 11.03 states that the

business of a mutual life insurance company

is "controlled and directed" by a board of

directors.  The revised law omits "directed"

because its meaning is included in the

meaning of "controlled."

Revised Law

Sec. 882.152.  ADOPTION OF INITIAL BYLAWS. (a)  At the first

meeting of the initial board of directors of a mutual life

insurance company after the department issues a certificate of

authority to the company, the board shall adopt the initial

bylaws of the company.

(b)  The bylaws adopted under Subsection (a) shall govern

the company until the first annual meeting of the board of

directors.  (V.T.I.C. Art. 11.03 (part).)

Source Law

Art. 11.03.  . . .  The by-laws

governing the company until the date of its

first annual meeting shall be adopted by the

board of directors at their first meeting

after the certificate of authority shall be

issued authorizing the company to transact

the business of a mutual life insurance

company.

Revised Law

Sec. 882.153.  ANNUAL MEETING. (a)  Except as provided by

Subsection (b), after a mutual life insurance company is issued a

certificate of authority under Section 882.101, the company shall

hold an annual meeting of the policyholders on the fourth Tuesday

in April at the home office of the company or another location

properly announced to each policyholder.

(b)  The bylaws of a mutual life insurance company may

establish an annual meeting date different than the date under

Subsection (a).  A meeting date established under this subsection

must be before April 30 of each year.

(c)  At each annual meeting, the policyholders:

(1)  shall elect the company's board of directors to

serve until the next annual meeting, except as provided by

Section 882.154; and

(2)  may adopt, amend, or repeal the bylaws of the



company.  (V.T.I.C. Arts. 11.03 (part), 11.04 (part).)

Source Law

Art. 11.03. . . . [a board of directors]

. . . who shall be elected annually as

provided in this chapter. . . .

Art. 11.04. There shall be an annual

meeting of all the policyholders of each

mutual life insurance company at the home

office of such company or at such other place

as may be properly announced to the

policyholders, on the fourth Tuesday in April

after it shall have received a certificate of

authority to transact the business of life

insurance, and annually thereafter, at which

the directors shall be elected for the

succeeding year, and at which bylaws for the

government of the company, . . . may be

adopted, and at which the existing bylaws may

be repealed or amended. Provided, however,

the bylaws of the company may set an annual

meeting date on any day prior to April 30 in

each year; and . . . .

Revised Law

Sec. 882.154.  STAGGERED TERMS FOR LARGE BOARD OF DIRECTORS.

(a)  This section applies only to a mutual life insurance company

whose board of directors consists of at least nine members.

(b)  The bylaws of a mutual life insurance company may

provide that the company's directors, other than initial

directors, may be elected to serve staggered terms as provided by

this section.

(c)  The company's directors shall be divided into two or

three classes, with each class consisting of an equal number of

directors to the extent possible.  After the directors are

divided into classes:

(1)  the terms of the directors in the first class

expire on the first annual meeting date after their initial

election;

(2)  the terms of the directors in the second class

expire on the second annual meeting date after their initial

election; and

(3)  the terms of the directors in the third class, if

any, expire on the third annual meeting date after their initial

election.

(d)  At each annual meeting after the directors are first

elected, the policyholders shall elect the number of directors

whose terms expire on that date.  Directors are elected for:



(1)  staggered two-year terms, if the board is divided

into two classes; or

(2)  staggered three-year terms, if the board is

divided into three classes.  (V.T.I.C. Art. 11.04 (part).)

Source Law

Art. 11.04.  . . . provided further,

that when the Board of Directors shall

consist of nine or more members, in lieu of

electing the whole number of directors

annually, the bylaws may provide that the

directors be divided into either two or three

classes, each class to be as nearly equal in

number as possible, the terms of office of

directors of the first class to expire at the

first annual meeting of policyholders after

their election, that of the second class to

expire at the second annual meeting after

their election, and that of the third class,

if any, to expire at the third annual meeting

after their election.  At each annual meeting

after such classification the number of

directors equal to the number of the class

whose term expires at the time of such

meeting shall be elected to hold office until

the second succeeding annual meeting, if

there be two classes, or until the third

succeeding annual meeting, if there be three

classes.  No classification of directors

shall be effective prior to the first annual

meeting of policyholders. . . .

Revised Law

Sec. 882.155.  VOTING BY POLICYHOLDERS. (a)  At an annual or

special meeting of a mutual life insurance company, each

policyholder is entitled to one vote for each $500 of insurance

held by the policyholder in the company.

(b)  A policyholder may vote at an annual or special meeting

by proxy, unless the proxy is revoked before the meeting.

(V.T.I.C. Art. 11.04 (part).)

Source Law

Art. 11.04. . . . At an annual or

special meeting, each policyholder shall be

entitled to one vote for each Five Hundred

Dollars ($500.00) of insurance held by him. 

Any policyholder may execute his proxy

authorizing and entitling the holder to



exercise his voting powers, unless such proxy

shall be revoked previous to such annual or

special meeting.

Revised Law

Sec. 882.156.  OFFICERS. (a)  The board of directors of a

mutual life insurance company shall elect the following officers

for the company:

(1)  a president;

(2)  the number of vice presidents as required by the

company's bylaws;

(3)  a secretary;

(4)  a treasurer;

(5)  a medical director; and

(6)  other officers as required by the company's

bylaws.

(b)  The board shall establish the compensation of each

officer.

(c)  The duties of each officer shall be prescribed by the

company's bylaws.  (V.T.I.C. Art. 11.03 (part).)

Source Law

Art. 11.03. . . . The board of directors

shall elect the officers of the company,

which shall be a president, and such number

of vice presidents as the by-laws may

provide;  a secretary, a treasurer, a medical

director and such other officers as the

by-laws may provide for; and shall fix the

compensation of all such officers.  The

duties of all officers shall be prescribed by

the by-laws. . . .

Revised Law

Sec. 882.157.  OFFICER BONDS. The president, secretary, and

treasurer of a mutual life insurance company shall each provide a

bond for the protection of the company's policyholders:

(1)  in an amount and with sureties approved by the

commissioner; and

(2)  conditioned on the faithful performance of the

officer's duties.  (V.T.I.C. Art. 11.05.)

Source Law

Art. 11.05. The president, secretary and

treasurer shall each give bond for the

protection of the policyholders in amount and

with securities to be approved by the Board

of Insurance Commissioners, conditioned for



the faithful performance of their respective

duties.

Revisor's Note

V.T.I.C. Article 11.05 refers to a bond

with "securities" approved by the

commissioner of insurance.  The reference to

"securities" is clearly a typographical

error.  To reflect the clear intention of the

legislature, and consistent with other

provisions of this code, the revised law

substitutes "sureties" for "securities."

Revised Law

Sec. 882.158.  BYLAWS MUST COMPLY WITH LAW. The bylaws of a

mutual life insurance company may not be inconsistent with this

chapter or other laws of this state.  (V.T.I.C. Art. 11.04

(part).)

Source Law

Art. 11.04.  . . . and at which bylaws

for the government of the company, not

inconsistent with the provisions of this

Chapter or with the laws of this

state . . . .

[Sections 882.159-882.200 reserved for expansion]

SUBCHAPTER E.  AGENTS

Revised Law

Sec. 882.201.  APPLICABILITY OF SUBCHAPTER. This subchapter

does not apply to a mutual life insurance company organized under

this chapter that has a surplus of at least the minimum amount of

capital and surplus required of a capital stock company under

Sections 841.054, 841.204, 841.205, 841.301, and 841.302.  (New.)

Revisor's Note

Section 882.201 is added to the revised

law to clarify the applicability of this

subchapter.  See Revisor's Note (3) to

Section 882.001.

Revised Law

Sec. 882.202.  ISSUANCE OF LICENSE TO AGENT. On written

request of a mutual life insurance company to which a certificate

of authority has been issued under this chapter, the department

shall issue a license to each agent of the company.  (V.T.I.C.

Art. 11.08 (part).)

Source Law

Art. 11.08. Any such mutual life



insurance company which has received

authority from the Board of Insurance

Commissioners to transact business in this

State shall receive from such Board, upon

written request therefor, a certificate of

authority for each of its agents in this

State. . . .

Revisor's Note

V.T.I.C. Article 11.08 refers to the

issuance of a "certificate of authority" to

an agent of a mutual life insurance company. 

The revised law substitutes "license" for

"certificate of authority" for consistency

throughout this code when referring to an

agent's authority to engage in business on

behalf of an insurance company.

Revised Law

Sec. 882.203.  LIMITATION ON AGENT COMPENSATION. A contract

between a mutual life insurance company and an agent of the

company to which a license has been issued under Section 882.202

may not provide a commission or other compensation to the agent

that exceeds the expense loading in the premiums on policies that

are issued on applications obtained by the agent and for which

the premiums are collected and paid to the company in cash. 

(V.T.I.C. Art. 11.08 (part).)

Source Law

Art. 11.08. . . .  Contracts between

such companies and such agents shall not

provide for commissions or other compensation

to such agents in excess of the expense

loading in the premiums of policies issued

upon the applications procured by such

agents, collected therefor, and paid to the

company in cash.

[Sections 882.204-882.250 reserved for expansion]

SUBCHAPTER F.  GENERAL FINANCIAL REQUIREMENTS

Revised Law

Sec. 882.251.  LIMITED AUTHORITY TO BORROW MONEY. (a) 

Except as provided by this subchapter, a mutual life insurance

company may not borrow money for any purpose other than to pay a

death loss.

(b)  A company may not incur a debt on an account for which

any part of the company's assets that exceeds the assets

represented by or derived from the expense loading in the



premiums collected by the company is subject to execution on a

judgment.

(c)  Subsection (b) does not prohibit a company from

incurring a debt on an account:

(1)  under a policy issued by the company; or

(2)  to borrow money to pay a death loss.  (V.T.I.C.

Art. 11.15.)

Source Law

Art. 11.15. No mutual life insurance

company shall have the power except as

provided in this chapter, to borrow money for

any purpose other than the payment of death

losses.  No such company shall have the power

to incur any debt on any account except under

policies issued by it or for money borrowed

to pay death losses, for which any portion of

its assets over and above that which may

represent or be derived from the expense

loading of the premiums collected by it,

shall, in any event be subject to execution

upon a judgment therefor.

Revisor's Note

V.T.I.C. Article 11.15 refers to a

company's power to borrow money "except as

provided in this chapter."  The relevant

portion of V.T.I.C. Chapter 11 relating to

borrowing is revised in this subchapter.  The

revised law is drafted accordingly.

Revised Law

Sec. 882.252.  INVESTMENT OF MONEY. (a)  A mutual life

insurance company shall invest the company's money in accordance

with the law governing investments of life, health, and accident

insurance companies organized under Chapter 841.

(b)  An officer of a mutual life insurance company who does

not invest the money of the company as required by Subsection (a)

shall deposit the money in the name of the company in a bank

that:

(1)  is subject to state or federal regulation; and

(2)  has been approved by the commissioner as a

depository for that purpose.  (V.T.I.C. Arts. 11.18, 11.18-1

(part).)

Source Law

Art. 11.18. Mutual life insurance

companies shall invest their funds in

accordance with the provisions of the third



chapter of this code, concerning investments

of life, health and accident insurance

companies in this State; all moneys of mutual

life insurance companies, coming into the

hands of any officer thereof, when not

invested as prescribed, shall be deposited in

the name of such company in some bank which

is subject to either state or national

regulation and supervision, and which has

been approved by the Board of Insurance

Commissioners as a depository therefor.

Art. 11.18-1. Mutual life insurance

companies shall invest their funds in

accordance with the provisions of the

statutes concerning investments of life

insurance companies in this State;  all

moneys of mutual life companies, coming into

the hands of any officer or officers thereof,

when not invested as prescribed by said laws,

shall be deposited in the name of such

company or companies in some bank or banks

which are subject to either State or national

regulation and supervision, and which have

been approved by the Commissioner of

Insurance as depositories therefor. . . .

Revisor's Note

(1)  V.T.I.C. Article 11.18 refers to

"the provisions of the third chapter of this

code, concerning investments of life, health

and accident insurance companies . . . ." 

V.T.I.C. Article 11.18-1 refers to "the

provisions of the statutes concerning

investments of life insurance

companies . . . ."  The revised law refers to

the law governing the investments of

companies organized under Chapter 841.

Chapter 841 revises the provisions of Chapter

3 relating to the organization of domestic

life, health, and accident insurance

companies.

(2)  V.T.I.C. Articles 11.18 and 11.18-1

refer to a bank under state or federal

"regulation and supervision."  The revised

law omits "supervision" because in context

its meaning is included in the meaning of

"regulation."



Revised Law

Sec. 882.253.  LOANS TO COMPANY. (a)  An officer or director

of a mutual life insurance company, or a person authorized under

Chapter 825, may loan to the company money to:

(1)  promote or conserve the company's business; or

(2)  enable the company to comply with a legal

requirement.

(b)  The company may repay a loan and agreed interest, at an

annual rate not to exceed 10 percent, from the surplus remaining

after the company provides for the company's reserves and other

liabilities.

(c)  A loan under this section or interest on a loan is not

otherwise a liability or claim against the company or any of its

assets.

(d)  A mutual life insurance company may not pay a

commission or promotion expense in connection with a loan made to

the company.

(e)  A mutual life insurance company shall report in its

annual statement the amount of each loan.  (V.T.I.C. Art. 11.16.)

Source Law

Art. 11.16. Any officer or director of a

mutual life insurance company or any person

so authorized in Article 21.27 of this code,

may advance to such company any sum of money

for the purpose of promoting or conserving

its business, or to enable it to comply with

any requirement of the law; and such money,

together with such interest thereon as may

have been agreed upon, not exceeding ten

(10%) per cent per annum, shall be payable

only out of the surplus remaining after

providing for all reserves and other

liabilities, and shall not otherwise be a

liability or claim against the company or any

of its assets.  No commission or promotion

expenses shall be paid in connection with the

advance of any such money to the company, and

the amount of such advance shall be reported

in each annual statement.

[Sections 882.254-882.300 reserved for expansion]

SUBCHAPTER G.  UNENCUMBERED SURPLUS REQUIREMENTS

Revised Law

Sec. 882.301.  AMOUNT OF UNENCUMBERED SURPLUS. (a)  A mutual

life insurance company that engages in the business of insurance

in this state shall maintain an unencumbered surplus of at least



$100,000 that consists of cash or classes of investment as

provided by Section 882.055.

(b)  Except as otherwise authorized by this code, a company

that does not maintain an unencumbered surplus as required by

this section may not write new insurance.  (V.T.I.C. Art. 11.01,

Sec. 1 (part); Art. 11.17 (part).)

Source Law

[Art. 11.01] 

Sec. 1.  . . .

5.  . . .  Notwithstanding any

other provision of this Code, a minimum of

One Hundred Thousand ($100,000.00) Dollars of

such free surplus shall at all times be

maintained in cash or in the classes of

investments described in this article. . . .

Art. 11.17. Any such insurance company

transacting business within this State shall

at all times have and maintain a minimum free

surplus of not less than One Hundred Thousand

($100,000.00) Dollars and . . . .  No company

shall write new business unless it is

possessed of the minimum free surplus

required by this article, except to the

extent it may be otherwise expressly

authorized by this Code to do so.

Revised Law

Sec. 882.302.  EXEMPTION FOR CERTAIN COMPANIES. A mutual

life insurance company that was authorized and engaged in the

business of insurance in this state before May 1, 1955, is not

required to increase the amount or convert the class or form of

the company's existing unencumbered surplus to comply with

Section 882.301 and may not be prohibited from writing new

insurance because the company does not maintain an unencumbered

surplus as required by that section if the company complies with

all other laws.  (V.T.I.C. Art. 11.01, Sec. 2(a) (part).)

Source Law

Sec. 2. (a)  . . .  provided, however,

that no such company which was licensed and

doing business in this State prior to May 1,

1955 shall be required to increase the amount

or convert the class or form of its existing

surplus to comply with the surplus

requirement of said Paragraph 5 of Section 1

of Article 11.01 of this Code as amended, nor



shall any such company be denied the right of

writing new business if such company does not

maintain the surplus stated in Article 11.17

of this Code, so long as all other laws are

complied with.

Revisor's Note

Section 2, V.T.I.C. Article 11.01,

refers to a mutual life insurance company

that is "licensed," meaning a company that is

authorized to engage in the business of

insurance in this state.  The revised law

substitutes "authorized" for "licensed" for

consistent use of terminology within this

code.

Revised Law

Sec. 882.303.  UNENCUMBERED SURPLUS LESS THAN $25,000. A

mutual life insurance company whose unencumbered surplus is less

than $25,000 shall allocate at least 25 percent of the company's

net earned surplus for the preceding calendar year to the

company's unencumbered surplus until the company has obtained an

unencumbered surplus of at least $25,000.  (V.T.I.C. Art. 11.12

(part).)

Source Law

Art. 11.12. . . .  it being the intent

and purpose of this clause that each company

whose free surplus is less than Twenty-five

Thousand ($25,000.00) Dollars shall be

obligated to apportion a minimum of

twenty-five (25%) per cent of the net earned

surplus for the preceding calendar year to

the free surplus of such company until such

company shall have acquired or accumulated a

free surplus of at least Twenty-five Thousand

($25,000.00) Dollars.

. . .

Revised Law

Sec. 882.304.  INVESTMENT OF EXCESS UNENCUMBERED SURPLUS. A

mutual life insurance company that is granted a charter under

this chapter may invest that part of the company's unencumbered

surplus that exceeds $100,000 as provided by this code for

companies operating under Chapter 841.  (V.T.I.C. Art. 11.01,

Sec. 1 (part).)

Source Law

Sec. 1.  . . . 



5.  . . .  After the granting of

charter the free surplus in excess of such

One Hundred Thousand ($100,000.00) Dollars

may be invested as otherwise provided in this

Code for stock companies.

Revisor's Note

Section 1, V.T.I.C. Article 11.01,

provides that certain excess unencumbered

surplus may be invested "as otherwise

provided in this Code for stock companies." 

For the convenience of the reader, the

revised law substitutes a reference to

"companies operating under Chapter 841" for

the reference to "stock companies."  Chapter

841 is the chapter governing the operation of

stock life insurance companies.

Revised Law

Sec. 882.305.  IMPAIRMENT OF UNENCUMBERED SURPLUS. (a)  If

one-third or more of a mutual life insurance company's

unencumbered surplus as required by Section 882.301 is impaired,

the company shall correct the impairment not later than the 60th

day after the date the surplus is impaired.

(b)  A company that does not correct an impairment of

surplus as required by Subsection (a)  may not write insurance in

this state until the company corrects the impairment.

(c)  In determining whether a company's surplus is impaired,

the company shall compute its liabilities in the manner provided

by state law.  (V.T.I.C. Art. 11.17 (part).)

Source Law

Art. 11.17. . . .  if such minimum free

surplus shall become impaired to the extent

of thirty-three and one-third (33 1/3%) per

cent thereof, computing its liabilities in

the manner provided by the laws of this

State, it shall make good such impairment

within sixty (60) days; and failing to make

good such impairment within said time shall

forfeit its right to write any business in

this State until said impairment shall have

been made good. . . .

Revised Law

Sec. 882.306.  IMPAIRMENT OF UNENCUMBERED SURPLUS;

APPOINTMENT OF RECEIVER. (a)  If one-half or more of a mutual

life insurance company's unencumbered surplus as required by

Section 882.301 is impaired, the commissioner may apply to a



court for the appointment of a receiver to wind up the affairs of

the company.

(b)  In determining whether a company's surplus is impaired,

the company shall compute its reserve liability in the manner

provided by state law. (V.T.I.C. Art. 11.17 (part).)

Source Law

Art. 11.17. . . . The Board of Insurance

Commissioners may apply to any court of

competent jurisdiction for the appointment of

a receiver to wind up the affairs of such

company when its above mentioned minimum free

surplus shall become impaired to the extent

of fifty (50%) per cent thereof, computing

its reserve liability in the manner provided

by the laws of this State for the computation

of such reserve liability. . . .

Revisor's Note

V.T.I.C. Article 11.17 refers to an

application to a court of "competent

jurisdiction."  The revised law omits the

quoted language as unnecessary because the

general laws of civil jurisdiction determine

which courts have jurisdiction over a matter. 

For example, see Sections 24.007-24.011,

Government Code, for the general jurisdiction

of district courts.

Revisor's Note

(End of Subchapter)

Section 2(a), V.T.I.C. Article 11.01, in

part provides that the surplus requirements

under that article apply to a mutual life

insurance company "[f]rom and after the

effective date of this Act."  The revised law

omits that part of Article 11.01 as executed. 

The omitted law reads:

Sec. 2.  (a) From and after the

effective date of this Act the surplus

requirement of Paragraph 5 of Section 1 of

Article 11.01 of this Code shall be the

minimum surplus requirement for any company

which is subject to the provisions of Chapter

11 of this Code as amended; . . . .

[Sections 882.307-882.350 reserved for expansion]



SUBCHAPTER H.  DIVIDENDS

Revised Law

Sec. 882.351.  POLICYHOLDER'S ENTITLEMENT TO DIVIDEND. A

policyholder of a mutual life insurance company is entitled to a

credit or payment of a dividend from that part of the company's

divisible surplus that may be fairly allocated to the

policyholder's policy.  (V.T.I.C. Art. 11.12 (part).)

Source Law

Art. 11.12. . . .  each such

policyholder shall be entitled to and

credited with or paid such portion of the

entire divisible surplus as may be equitably

apportioned to his policy. . . .

Revisor's Note

V.T.I.C. Article 11.12 refers to the

part of a mutual life insurance company's

divisible surplus that may be "equitably"

allocated to a policyholder's policy.  The

revised law substitutes "fairly" for

"equitably" and, throughout this subchapter,

substitutes "fair" for "equitable" and "just"

because in context the terms are synonymous

and "fair" is the more modern and commonly

used term.

Revised Law

Sec. 882.352.  ACCOUNTING AND PROCEDURE FOR ALLOCATION OF

DIVISIBLE SURPLUS; REPORT TO COMMISSIONER. (a)  On December 31 of

each year, or as soon after as practicable, each mutual life

insurance company shall determine the amount of surplus earned by

the company during that year.

(b)  Not later than the end of the second year in which a

policy issued by the company is in effect, the company shall

provide to the policyholder:

(1)  an annual accounting of the company's divisible

surplus; and

(2)  if all premiums due on the policy have been paid

for at least two years, a fair allocation of the company's

divisible surplus that remains after deducting:

(A)  any amount approved by the commissioner for

retirement of any unpaid loans made under Section 882.253;

(B)  the company's contingency reserve; and

(C)  any earned surplus the company allocated to

unencumbered surplus as provided by this chapter.

(c)  The company shall immediately submit to the

commissioner a detailed report of an allocation of divisible



surplus made under this section.  The president or secretary of

the company shall sign the report under oath.  (V.T.I.C.

Art. 11.12 (part).)

Source Law

Art. 11.12. Each such company shall make

an annual accounting and apportionment of

divisible surplus to each policyholder,

beginning not later than the end of the

second policy year on all policies issued;

and . . . .  Upon the 31st day of December of

each year, or as soon thereafter as may be

practicable, each such company shall truly

ascertain the surplus earned by it during

such year; and after setting aside from such

surplus such portion thereof as the Board of

Insurance Commissioners may approve for

retirement of any unpaid advances theretofore

made pursuant to Article 11.16 of this

chapter, and after deducting the contingency

reserve and the amount of earned surplus, if

any, apportioned to free surplus as provided

for in this chapter, it shall apportion to

each of its policies upon which all premiums

due and payable for at least two (2) years

have been paid, an equitable proportion of

the remainder of such surplus, and shall

immediately submit a detailed report of such

apportionment under oath of its president or

secretary to the Board of Insurance

Commissioners. . . .

Revised Law

Sec. 882.353.  DEPARTMENT APPROVAL OF ALLOCATION; REVISIONS.

(a)  The department shall approve a mutual life insurance

company's allocation of divisible surplus under Section 882.352

if the department finds that the allocation is fair to the

policyholders and complies with this chapter.

(b)  If the department does not approve a company's

allocation of surplus, the department shall revise the allocation

in a manner that the department determines is fair to the

policyholders and necessary to comply with this chapter.  The

department shall certify the revisions to the company.

(c)  An allocation of surplus approved under Subsection (a)

takes effect on the date of approval.  An allocation of surplus

revised by the department under Subsection (b) takes effect on

the date the department certifies the revisions to the company. 

(V.T.I.C. Art. 11.12 (part).)



Source Law

Art. 11.12. . . .  If such Board shall

find such apportionment to be equitable and

just to the policyholders and in accordance

with the provisions of this chapter, it shall

approve the same, and it shall become

effective.  If it shall not approve such

apportionment, it shall make such changes

therein as it shall deem equitable and just

and necessary to make the same comply with

the provisions of this chapter, and shall

certify such changes to such company,

whereupon such apportionment as changed by

such Board shall become effective. . . .

Revised Law

Sec. 882.354.  DIVIDEND PAYMENT METHOD. (a)  A dividend

declared by a mutual life insurance company under this subchapter

shall be paid in:

(1)  cash; or

(2)  the equivalent of the dividend's cash value as

provided by an option stated in the policy and selected by the

policyholder.

(b)  A policyholder shall notify the company in writing of

an option selected by the policyholder under Subsection (a)(2).

(V.T.I.C. Art. 11.12 (part).)

Source Law

Art. 11.12. . . .  Each dividend

declared as aforesaid shall be paid in cash,

or in the equivalent of its cash value in any

option stated in the policy and selected by

the policyholder, notice of which selection

by the policyholder shall be given to the

company in writing.

. . .

Revised Law

Sec. 882.355.  LIMITATIONS ON DIVISIBLE SURPLUS. A mutual

life insurance company's divisible surplus available for payment

of dividends to the company's policyholders may not include:

(1)  any part of the company's unencumbered surplus

that has been:

(A)  allocated from the company's earned surplus;

(B)  transferred from the company's contingency

reserve; or

(C)  otherwise acquired by the company;



(2)  if the company was organized after September 5,

1955, any part of the company's unencumbered surplus required to

comply with Section 882.301; or

(3)  if the company's unencumbered surplus is less than

$25,000, the part of the company's earned surplus for the

preceding calendar year in excess of 75 percent of the earned

surplus. (V.T.I.C. Art. 11.12 (part).)

Source Law

Art. 11.12. . . .  The divisible surplus

available for payment of dividends shall not

include:

(a)  Any portion of the free

surplus, required by Article 11.01 as

amended, of companies organized after the

effective date of this amendment;

(b)  Any portion of the free

surplus of any company theretofore

apportioned from earned surplus, transferred

from contingency reserves or otherwise

accumulated or acquired by such company as a

part of its free surplus;

(c)  That portion of the earned

surplus for the preceding calendar year in

excess of seventy-five (75%) per cent thereof

whenever the free surplus of any company

shall be less than Twenty-five Thousand

($25,000.00) Dollars; . . . .

Revisor's Note

V.T.I.C. Article 11.12 refers to mutual

life insurance companies "organized after the

effective date of this amendment."  That

amendment was enacted by Chapter 363, Acts of

the 54th Legislature, Regular Session, 1955,

which took effect on September 5, 1955.  The

revised law substitutes that date for the

quoted language.

Revised Law

Sec. 882.356.  PAYMENT OF DIVIDENDS NOT REQUIRED. This

subchapter does not require a mutual life insurance company to

pay a dividend to a policyholder if the unencumbered surplus

acquired by the company is impaired. (V.T.I.C. Art. 11.12

(part).)

Source Law

Art. 11.12. . . .

No such company shall ever be required



by the provisions of this article to pay

dividends to policyholders at any time when

the free surplus theretofore accumulated or

acquired by said company shall be impaired.

Revisor's Note

(End of Subchapter)

V.T.I.C. Article 11.12 provides an

exemption from the dividend requirements of

that article.  Mutual life insurance

companies that do not maintain as of the

"effective date of this amendment" the

minimum amount of unencumbered surplus as

required by V.T.I.C. Article 11.01, revised

in relevant part as Section 882.301, are

exempt from the dividend requirements of

V.T.I.C. Article 11.12 until the company

acquires the required minimum amount of

unencumbered surplus.  The amendment that

added the quoted language was enacted by

Chapter 363, Acts of the 54th Legislature,

Regular Session, 1955, which took effect

September 5, 1955.  It is the understanding

of the Texas Department of Insurance that any

company that qualified for the exemption on

September 5, 1955, has acquired the required

minimum amount of unencumbered surplus and

therefore is no longer eligible for the

exemption.  In addition, according to the

terms of the exemption, no company may become

eligible in the future.  The revised law

omits the provision as executed.  The omitted

law reads:

Art. 11.12.  . . .

It is further provided that each such

company heretofore organized or converted and

operating under the provisions of Chapter 11

of this Code which does not at the effective

date of this amendment to this Code maintain

the minimum free surplus specified in Article

11.01 as amended shall have the right,

subject to the limitations herein set forth,

to pay dividends but shall not be obligated

by the provisions of this article to pay

dividends to the policyholders until the

minimum free surplus specified in Article

11.01 as amended has been acquired or



accumulated by such company. . . .

[Sections 882.357-882.400 reserved for expansion]

SUBCHAPTER I.  CONTINGENCY RESERVE

Revised Law

Sec. 882.401.  AMOUNT OF CONTINGENCY RESERVE. (a)  A mutual

life insurance company organized under this chapter may maintain

a contingency reserve that exceeds the reserves and liabilities

provided by this chapter.  The amount of the contingency reserve

may not exceed the greater of:

(1)  $10,000;

(2)  an amount that:

(A)  equals 20 percent of the company's policy

reserves and policy liabilities plus one percent of the amount of

the company's life insurance in force; and

(B)  does not exceed $750,000; or

(3)  an amount that equals 20 percent of the company's

policy reserves and policy liabilities.

(b)  In determining the amount of a company's policy

reserves and policy liabilities for purposes of this section, the

company may only include the following, after deducting the net

value of the company's risks reinsured by other solvent assuming

insurers:

(1)  the company's reserves on outstanding life

insurance policies and annuity contracts, contracts issued as

supplemental to the policies or contracts or in connection with

the policies or contracts or provisions included in policies or

contracts that insure against disability or accidental death; and

(2)  the company's liabilities for:

(A)  optional modes of settlement; or

(B)  dividends left on deposit at interest.

(V.T.I.C. Art. 11.11 (part).)

Source Law

Art. 11.11. Any mutual, level premium,

legal reserve life insurance company

organized and doing business under the

provisions of this Chapter may accumulate and

maintain a contingency reserve, over and

above all of its reserves and liabilities

required or specifically permitted by the

provisions of this Chapter, in an amount not

exceeding Ten Thousand Dollars ($10,000), or

an amount equal to the sum of twenty per cent

(20%) of all of its policy reserves and

policy liabilities, plus one per cent (1%) of

the amount of its life insurance then in



force, if such sum be greater than Ten

Thousand Dollars ($10,000), but in no event

to exceed Seven Hundred and Fifty Thousand

Dollars ($750,000), or twenty per cent (20%)

of all of its policy reserves and policy

liabilities, whichever shall be greater.  The

term "policy reserves and policy liabilities"

as used in this Section of this Act shall

include only its reserves on outstanding life

insurance policies and annuity contracts,

contracts issued as supplemental thereto or

in connection therewith or provisions

included therein insuring against disability

or against death by accident or accidental

means, and including liabilities required

under optional modes of settlement, and for

dividends left on deposit at interest, after

deducting the net value of its risks

reinsured by other solvent assuming insurers,

but . . . .

Revisor's Note

(1)  V.T.I.C. Article 11.11 refers to

any "mutual, level premium, legal reserve

life insurance company organized and doing

business under the provisions of this

Chapter."  Section 1, V.T.I.C. Article 11.01,

revised in relevant part as Section 882.051,

refers to the formation of a "mutual life

insurance company . . . [to insure] the lives

of individuals on the mutual level premium,

legal reserve plan."  For consistency with

that section and because a mutual life

insurance company may only be formed for that

purpose under this chapter, the revised law

substitutes "mutual life insurance company"

for "mutual, level premium, legal reserve

life insurance company."

(2)  V.T.I.C. Article 11.11 authorizes a

mutual life insurance company to "accumulate

and maintain" a contingency reserve. 

Throughout this chapter, the revised law

omits references to "accumulate" in this

context because its meaning is included in

the meaning of "maintain."

(3)  V.T.I.C. Article 11.11 provides an

exemption from the contingency reserve

requirements of that article for any



contingency reserve held by a company "on the

effective date of this Act."  That provision

was added by Chapter 98, Acts of the 52nd

Legislature, Regular Session, 1951, which

took effect April 30, 1951. According to the

Texas Department of Insurance, no contingency

reserves still qualify for this exemption. 

The revised law therefore omits the provision

as executed.  The omitted law reads:

Art. 11.11. . . . this shall not affect

any existing contingency reserve held by any

such company on the effective date of this

Act, save that whenever and as long as such

existing contingency reserve shall exceed the

limit above-mentioned, it shall not be

entitled to maintain any additional

contingency reserve.

. . .

Revised Law

Sec. 882.402.  EXCESS CONTINGENCY RESERVE. (a)  The

commissioner, for good cause shown, may issue an order

authorizing a mutual life insurance company to maintain a

contingency reserve that exceeds the amount of the reserve

authorized by Section 882.401.

(b)  The order must state:

(1)  a period not exceeding one year during which the

company may maintain the excess contingency reserve; and

(2)  each reason for authorizing the excess contingency

reserve.  (V.T.I.C. Art. 11.11 (part).)

Source Law

Art. 11.11. . . .

The State Board of Insurance may, for

good cause shown by an official order, permit

any such company to accumulate and maintain a

contingency reserve in excess of the maximum

amount hereinbefore prescribed, for a period,

not exceeding one (1) year under any one

order, which shall be specified in such

order.  The State Board of Insurance shall

state in such order its reasons therefor.

. . .

Revised Law

Sec. 882.403.  CONTINGENCY RESERVE REQUIREMENTS. (a)  A

mutual life insurance company's contingency reserve as authorized

by this subchapter must be:



(1)  invested as provided by law; and

(2)  used only to pay death claims and dividends to

policyholders.

(b)  If the interest and earnings from the investment of a

company's contingency reserve exceed the amount of reserve

authorized by Section 882.401 or 882.402, the company shall pay

the excess amount to the policyholders of the company in the form

of dividends as provided by law.  (V.T.I.C. Art. 11.11 (part).)

Source Law

Art. 11.11. . . .

All such contingency reserves as

provided for by this Act shall be invested

according to law under the supervision of the

State Board of Insurance and shall be used

exclusively for the payment of death claims

and dividends to policyholders.  All

interests and earnings from such investments

in excess of the maximum contingency reserves

as provided for in this Act shall be paid in

dividends to policyholders according to

present laws.

. . .

Revisor's Note

Section 1, V.T.I.C. Article 11.11

provides that contingency reserves must be

invested "according to law under the

supervision of the State Board of Insurance." 

The revised law omits as unnecessary the

reference to "under the supervision of the

State Board of Insurance."  Under V.T.I.C.

Articles 11.18 and 11.18-1, revised as

Section 882.252, the investments of a mutual

life insurance company are regulated in the

same manner as the investments of life,

health, and accident insurance companies

organized under Chapter 841.  V.T.I.C.

Article 3.33 establishes extensive

requirements for those investments and

specifies the applicable powers of the Texas

Department of Insurance.

Revised Law

Sec. 882.404.  ALLOCATION OF CONTINGENCY RESERVE TO

UNENCUMBERED SURPLUS. If a mutual life insurance company's

unencumbered surplus is less than $100,000, the company may

allocate any part of the company's contingency reserve to the

company's unencumbered surplus. (V.T.I.C. Art. 11.01, Sec. 2(b).)



Source Law

(b)  Each such mutual life insurance

company shall have the right to apportion to

its free surplus all or any portion of the

contingency reserves provided for in Article

11.11 of the Insurance Code while and

whenever the free surplus of such company

shall be less than One Hundred Thousand

($100,000.00) Dollars.

Revised Law

Sec. 882.405.  DESIGNATION OF CONTINGENCY RESERVE AS

UNASSIGNED SURPLUS. The contingency reserve described by this

subchapter is and may be treated as unassigned surplus, including

designating the contingency reserve as unassigned surplus in

financial statements.  (V.T.I.C. Art. 11.11 (part).)

Source Law

Art. 11.11. . . .

The contingency reserve described in

this Article shall be deemed to be unassigned

surplus, and in addition to any free surplus

elsewhere required or allowed, may be so

designated in all financial statements and

reports and treated as such.

Revisor's Note

V.T.I.C. Article 11.11 states that a

mutual life insurance company's contingency

reserve may be treated as unassigned surplus

"in addition to any free surplus elsewhere

required or allowed." The revised law omits

the quoted language as unnecessary because

the revision does not purport to limit the

treatment of unencumbered surplus as

unassigned surplus.

[Sections 882.406-882.450 reserved for expansion]

SUBCHAPTER J.  POLICY REQUIREMENTS

Revised Law

Sec. 882.451.  APPLICABILITY OF CERTAIN PROVISIONS. Sections

882.452, 882.453, and 882.454 do not apply to a mutual life

insurance company organized under this chapter that has a surplus

of at least the minimum amount of capital and surplus required of

a capital stock company under Sections 841.054, 841.204, 841.205,

841.301, and 841.302.  (New.)



Revisor's Note

Section 882.451 is added to the revised

law to clarify the applicability of certain

provisions of this subchapter.  See Revisor's

Note (3) to Section 882.001.

Revised Law

Sec. 882.452.  TYPE OF POLICY AUTHORIZED. A mutual life

insurance company may issue a policy only on the participating

plan with dividends payable annually as provided by Subchapter H. 

(V.T.I.C. Art. 11.13 (part).)

Source Law

Art. 11.13. . . .  they shall issue no

policies except upon the participating plan

with dividends payable annually as provided

in this chapter; . . . .

Revisor's Note

V.T.I.C. Article 11.13 refers to the

payment of dividends "as provided in this

chapter."  The relevant portions of this

chapter that relate to the payment of

dividends are revised in Subchapter H.  The

revised law is drafted accordingly.

Revised Law

Sec. 882.453.  POLICY FORM. An insurance policy issued by a

mutual life insurance company must:

(1)  be on a form approved by the department; and

(2)  contain the following statement on both the front

and reverse sides of the policy:  "The form of this policy is

approved by the Texas Department of Insurance."  (V.T.I.C.

Art. 11.13 (part).)

Source Law

Art. 11.13. . . .  the form of all

policies issued by any such company shall be

approved by the Board of Insurance

Commissioners, and all such policies shall

have plainly printed on both the face and the

reverse sides thereof the words, "The form of

this policy is approved by the Board of

Insurance Commissioners of the State of

Texas," and . . . .

Revised Law

Sec. 882.454.  LIMITATION ON AMOUNT OF POLICY VALUE FOR

CERTAIN COMPANIES. If the total amount of a mutual life insurance

company's insurance in force is less than $10 million, the



company may not issue a policy that, after deducting any

reinsurance, binds the company for more than $5,000 on a single

life. (V.T.I.C. Art. 11.13 (part).)

Source Law

Art. 11.13. . . .  No such company shall

issue any policy or policies by which, after

deducting reinsurance, if any, it shall be

bound for more than Five Thousand ($5,000.00)

Dollars upon any one life at any time when

the total amount of its insurance in force is

less than Ten Million ($10,000,000.00)

Dollars.

Revised Law

Sec. 882.455.  TABLE OF GUARANTEED VALUES. (a)  Each

insurance policy issued by a mutual life insurance company must

contain a table of guaranteed values.  The guaranteed values

become nonforfeitable not later than the date of payment of the

third full annual premium.

(b)  The table of guaranteed values shall be drawn in

accordance with the law governing life, health, and accident

insurance companies. (V.T.I.C. Art. 11.14.)

Source Law

Art. 11.14. Each policy issued by such

company shall contain a table of guaranteed

values, which shall become non-forfeitable

not later than upon the payment of the third

full annual premium;  such tables of values

shall be drawn in accordance with the law

governing life, health and accident insurance

companies.

[Sections 882.456-882.500 reserved for expansion]

SUBCHAPTER K.  TOTAL ASSUMPTION REINSURANCE AGREEMENTS

Revised Law

Sec. 882.501.  TOTAL ASSUMPTION REINSURANCE AGREEMENTS

BETWEEN LIFE INSURANCE COMPANIES. (a)  A domestic mutual life

insurance company and any other domestic or foreign life

insurance company may enter into a total assumption reinsurance

agreement if the company assuming the policies under the

agreement is authorized to engage in the kinds of insurance

provided by those policies.

(b)  Before a total assumption reinsurance agreement may be

entered into:

(1)  the agreement must be submitted to the department;



and

(2)  the commissioner must approve the agreement as

fully protecting the interests of each domestic company's

policyholders.

(c)  After an assumption reinsurance agreement in which the

ceding company is a domestic mutual insurance company is approved

by the commissioner as required by Subsection (b), the agreement

must be approved by the policyholders of the ceding domestic

company in the same manner as required for a merger or

consolidation under Subchapter L.

(d)  When the reinsurance agreement described by Subsection

(c) is effective, the assuming company is entitled to the same

rights, privileges, and benefits granted a company that assumes a

company by merger or consolidation as provided by Subchapter L. 

(V.T.I.C. Art. 11.21.)

Source Law

Art. 11.21 

Sec. 1.  Total direct reinsurance

agreements may be made and entered into

between any domestic mutual life insurance

company and any other life insurance company,

domestic or foreign, provided:  (a) the

assuming company is authorized to transact

the kinds of insurance provided by the

policies assumed; and (b) no total direct

reinsurance agreement shall be made until the

contract therefor has been submitted to and

approved by the Commissioner of Insurance as

protecting fully the interests of the

policyholders of any domestic insurer.

Sec. 2.  Total direct reinsurance

agreements, whereby all policies of any

ceding domestic mutual life insurance

company, are totally assumed by another

company, must first be so approved by the

Commissioner of Insurance and thereafter by

such affected policyholders of the domestic

company in like mode and manner as is

required under the provisions of Article

11.20 of this Chapter of this Code for

policyholder approval of a merger or

consolidation agreement.  Upon consummation

of any such total direct reinsurance

agreement, the assuming company shall be

entitled to all the rights, privileges and

benefits accorded under Section 7, of Article

11.20 of this Chapter of this Code, the same



as though such business had been assumed by

merger or consolidation.

Revisor's Note

V.T.I.C. Article 11.21 refers to "total

direct reinsurance."  The revised law

substitutes the phrase "total assumption

reinsurance" for "total direct reinsurance"

because, in context, the terms are synonymous

and "total assumption reinsurance" is more

commonly used.

[Sections 882.502-882.550 reserved for expansion]

SUBCHAPTER L.  MERGERS AND CONSOLIDATIONS

Revised Law

Sec. 882.551.  APPLICABILITY OF SUBCHAPTER. This subchapter

applies only to a merger or consolidation in which at least one

of the parties to the transaction is a mutual life insurance

company.  (V.T.I.C. Art. 11.20, Sec. 9 (part).)

Source Law

Sec. 9. The provisions of this Article

shall only apply to mergers and

consolidations in which at least one of the

parties thereto is a mutual life insurance

company. . . .

Revisor's Note

Section 9, V.T.I.C. Article 11.20, in

part provides that a merger or consolidation

between at least two stock insurance

corporations is governed by V.T.I.C. Article

21.25.  The revised law omits the provision

as unnecessary because V.T.I.C. Article

21.25, revised as Chapter 824 of this code,

provides sufficient authority as to the

applicability of that law to mergers and

consolidations between stock insurance

corporations.  The omitted law reads:

Sec. 9. . . .  Mergers and

consolidations between two or more stock

insurance corporations in which no mutual

life insurance company is a party thereto

shall be governed by Article 21.25 of this

Code.

Revised Law

Sec. 882.552.  AUTHORITY TO MERGE OR CONSOLIDATE. A domestic

or foreign mutual life insurance company may merge with a



domestic or foreign mutual or stock legal reserve life insurance

company or consolidate into a new domestic or foreign mutual or

stock life insurance company as provided by this subchapter. 

(V.T.I.C. Art. 11.20, Sec. 1.)

Source Law

Art. 11.20 

Sec. 1. Any domestic or foreign mutual

life insurance company may merge with any

mutual or stock legal reserve life insurance

company, domestic or foreign, or consolidate

into either a new mutual or stock life

insurance company, domestic or foreign, by

compliance with the procedures provided in

this Article.

Revised Law

Sec. 882.553.  PROPOSED PLAN OF MERGER OR CONSOLIDATION;

FILING WITH COMMISSIONER. (a)  If the boards of directors of at

least two life insurance companies determine by majority vote to

merge or consolidate, the boards of directors shall prepare a

proposed plan of merger or consolidation.  The plan may contain:

(1)  a future allocation of divisible surplus; or

(2)  any other fair arrangement by which any equitable

interests of the mutual life insurance company's policyholders

may be adjusted.

(b)  The boards of directors shall file the proposed plan

with the commissioner for approval.  (V.T.I.C. Art. 11.20, Sec.

2.)

Source Law

Sec. 2. When it shall be determined by a

majority vote of the Board of Directors,

respectively, of two or more of such life

insurance companies, at least one of which

must be a mutual life insurance company, to

either merge or consolidate, said Boards of

Directors shall prepare a plan of merger or

consolidation, as the case may be, and file

such plan with the Commissioner of Insurance

for approval. Such plan may contain

provisions for future apportionment of then

existing or prospective accumulations, or

both, of divisible surplus, or any other

equitable arrangement, whereby the equitable

interests, if any, of affected policyholders

of the mutual life insurance company may be

adjusted.



Revisor's Note

Section 2, V.T.I.C. Article 11.20,

states that at least one of the merging or

consolidating companies must be a mutual life

insurance company.  The revised law omits

this statement as unnecessary because under

Section 9, V.T.I.C. Article 11.20, revised in

part as Section 882.551, this subchapter only

applies when at least one of the merging or

consolidating companies is a mutual life

insurance company.

Revised Law

Sec. 882.554.  HEARING ON PLAN. As soon as practicable after

a proposed plan is filed with the commissioner, the commissioner

shall hold a hearing to determine whether to approve the plan. 

(V.T.I.C. Art. 11.20, Sec. 3 (part).)

Source Law

Sec. 3. As soon as practicable after

such filing, the Commissioner of Insurance

shall hold a hearing on the question of

whether he should approve such plan.  . . .

Revised Law

Sec. 882.555.  COMMISSIONER DETERMINATION ON PLAN. (a)  As

soon as practicable after the commissioner holds a hearing on a

proposed plan under Section 882.554, the commissioner shall

approve the plan unless the commissioner determines that:

(1)  the plan is contrary to law; or

(2)  implementation of the plan:

(A)  would not be in the best interests of the

policyholders of any mutual life insurance company that is a

party to the plan; or

(B)  would substantially reduce the security of or

service to be rendered to policyholders of any mutual insurance

company that is a party to the plan, regardless of whether the

policyholders reside in this state or elsewhere.

(b)  In determining whether to approve a proposed plan, the

commissioner may consider all relevant financial or other

information, including past, present, and future operations and

accumulations of each company that is a party to the plan.

(c)  If the commissioner approves the proposed plan, the

commissioner shall notify each party to the plan of the approval.

(d)  If the commissioner disapproves the proposed plan, the

commissioner shall, within a reasonable time after holding a

hearing under Section 882.554:

(1)  specify in detail each reason for the disapproval;

and



(2)  notify each party to the plan.  (V.T.I.C.

Art. 11.20, Sec. 3 (part).)

Source Law

Sec. 3. . . .  As soon as practicable

after such hearing, said Commissioner shall

approve such plan unless he finds that such

plan:

(1)  is contrary to law, or

(2)  effectuation of such plan

would not be in the best interest of the

policyholders of any mutual life insurance

company which is a party to such plan, or

(3)  effectuation of such plan

would substantially reduce the security of or

service to be rendered to policyholders,

whether residents of this state or elsewhere,

of any mutual insurance company which is a

party to such plan.

In making such decision, the

Commissioner of Insurance may consider all

facts, elements, matters and financial

conditions relating thereto, including but

not limited to past, present and prospective

operations and accumulations of said

companies desiring to merge or consolidate.

If the Commissioner of Insurance

disapproves such plan, he shall within a

reasonable time after such hearing specify in

detail his reasons therefor and so notify all

of the parties to such plan.  If the

Commissioner of Insurance approves such plan,

he shall so notify all of the parties

thereto, . . . .

Revisor's Note

Section 3, V.T.I.C. Article 11.20,

refers to information relating to certain

insurance companies, including but not

limited to past, present, and prospective

operations and accumulations of the

companies.  The revised law omits "but not

limited to" as unnecessary because Section

311.005(13), Government Code (Code

Construction  Act), applicable to the revised

law, provides that "includes" and "including"

are terms of enlargement and not of

limitation and do not create a presumption



that components not expressed are excluded.

Revised Law

Sec. 882.556.  APPROVAL OF PLAN BY POLICYHOLDERS. (a)  As

soon as practicable after receiving from the commissioner notice

of approval of a proposed plan under Section 882.555, the board

of directors of each mutual life insurance company that is a

party to the plan shall submit the plan to the policyholders for

a vote at an annual or special meeting.

(b)  Not later than the 15th day before the date of the

meeting, the company shall provide written notice of the meeting

to the policyholders as provided by the company's bylaws.  The

notice must:

(1)  be sent to the policyholder's last known address;

(2)  state that one of the purposes of the meeting is

to vote on the proposed plan; and

(3)  be accompanied by a copy of the proposed plan.

(c)  At a meeting under Subsection (a), each policyholder:

(1)  is entitled to the number of votes as provided by

Section 882.155; and

(2)  may vote:

(A)  in person;

(B)  by written proxy; or

(C)  by mailed ballot.

(d)  A proposed plan is approved by the policyholders on the

affirmative vote of at least two-thirds of the votes cast at the

meeting. (V.T.I.C. Art. 11.20, Secs. 3 (part), 4, 5 (part).)

Source Law

Sec. 3. . . .  [If the Commissioner of

Insurance approves such plan, he shall so

notify all of the parties thereto,] whereupon

each board of directors of each company party

thereto shall proceed to submit such plan for

adoption or rejection to its respective

policyholders or . . . as hereinafter

provided.

Sec. 4. As soon as practicable after

receipt of notice of approval of a plan of

merger or consolidation to which a company is

a party, each mutual life insurance company

which is a party thereto shall cause such

plan to be submitted to a vote of its

policyholders at a meeting thereof, which

meeting may be either an annual or a special

meeting. Written or printed notice shall be

given to each policyholder, addressed to his

last known address, in accordance with the

applicable bylaws, but not less than fifteen



(15) days before such meeting.  And each such

notice shall specifically state that at least

one of the purposes of such meeting is to

vote upon such plan, a copy of which shall

accompany such notice.  At each such meeting

of policyholders of a domestic mutual life

insurance company which is a party to such

plan, each policyholder shall (i) be entitled

to a number of votes determined as provided

in Article 11.04 of this Chapter of this

Code, and (ii) may vote in person, by proxy

to whomever the policyholder may designate in

writing, or by mailed ballot.  The plan of

merger or consolidation shall be considered

approved by the policyholders of such company

upon receiving the affirmative vote of at

least two-thirds (2/3) of the votes cast at

such meeting on such question.

Sec. 5. (a)  . . . [the required

approval of such plan] (i) by the

policyholders of each domestic mutual life

insurance company which is a party to such

plan, . . . .

Revised Law

Sec. 882.557.  DOMESTIC STOCK LIFE INSURANCE COMPANY;

APPROVAL OF PLAN BY SHAREHOLDERS. On notice of approval of a

proposed plan under Section 882.555, the board of directors of

each domestic stock life insurance  company that is a party to

the plan shall submit the plan for approval to the company's

shareholders in the manner provided by Section 824.003. 

(V.T.I.C. Art. 11.20, Secs. 3 (part), 5(a) (part).)

Source Law

Sec. 3.  . . . [If the Commissioner of

Insurance approves such plan, he shall so

notify all of the parties thereto,] whereupon

each board of directors of each company party

thereto shall proceed to submit such plan for

adoption or rejection to its . . .

shareholders, . . . as hereinafter provided.

Sec. 5.  (a)  . . . [the required

approval of such plan] . . .  (ii) by the

shareholders of each domestic stock life

insurance company which is a party to such

plan in like mode and manner as is required

under Section 2 of Article 21.25 of this



Code, and . . . .

Revised Law

Sec. 882.558.  FOREIGN LIFE INSURANCE COMPANY; APPROVAL OF

PLAN BY POLICYHOLDERS OR SHAREHOLDERS. On notice of approval of a

proposed plan under Section 882.555, the board of directors of

each foreign life insurance company that is a party to the plan

shall submit the plan for approval to the company's policyholders

or shareholders as provided by the law of the appropriate

jurisdiction. (V.T.I.C. Art. 11.20, Secs. 3 (part), 5(a) (part).)

Source Law

Sec. 3.  . . . [If the Commissioner of

Insurance approves such plan, he shall so

notify all of the parties thereto,] whereupon

each board of directors of each company party

thereto shall proceed to submit such plan for

adoption or rejection to its respective

policyholders or shareholders, as the case

may be, as hereinafter provided.

Sec. 5.  (a)  . . . [the required

approval of such plan] . . .  (iii) if one or

more foreign life insurance companies is a

party thereto, upon the approval thereof by

its policyholders or shareholders, as the

case may be, in compliance with such foreign

law or laws as may be applicable thereto,

. . . .

Revised Law

Sec. 882.559.  FILING OF AFFIDAVIT OF PLAN APPROVAL;

ISSUANCE OF CERTIFICATE OF MERGER OR CONSOLIDATION. (a)  On the

approval of a proposed plan under Section 882.556, 882.557, or

882.558, the president or a vice president and the secretary or

an assistant secretary of each company that is a party to the

plan shall execute and file with the department an affidavit

stating that the plan has been approved by the policyholders or

shareholders of the company as required by this subchapter.

(b)  If the department finds that the affidavit complies

with law, the department shall:

(1)  endorse the affidavit with:

(A)  the word "filed"; and

(B)  the date of filing;

(2)  if the plan is a plan of merger, issue a

certificate of merger to the surviving company or the company's

representative; and

(3)  if the plan is a plan of consolidation, issue a



certificate of consolidation to the new company on the issuance

of a charter and a certificate of authority to the new company

after:

(A)  submission of proper articles of

incorporation to the department;

(B)  approval by the department in accordance with

procedures required for the issuance of a new charter; and

(C)  submission of proof that the new company has

policyholder surplus at least equal to that of the mutual life

insurance company that is a party to the consolidation and has

the largest surplus.  (V.T.I.C. Art. 11.20, Secs. 5(a) (part),

(b).)

Source Law

Sec. 5. (a)  Upon the required approval

of such plan . . . the president or a

vice-president and the secretary or an

assistant secretary of each company which is

a party to such plan shall execute and file

with the Commissioner of Insurance an

affidavit that such plan has been approved as

herein required.

(b)  If the Commissioner of Insurance

finds that such affidavit conforms to law, he

shall endorse thereon the word "Filed," and

the date of filing thereof; and

(1)  if the plan be a plan of

merger, the Commissioner shall then execute

and deliver a Certificate of Merger to the

surviving company or its representative; or

(2)  if the plan be a plan of

consolidation, the Commissioner shall execute

and deliver a Certificate of Consolidation to

the new company when such new company shall

be issued a charter and license upon

submission of proper articles of

incorporation to the Commissioner of

Insurance, and upon his approval in

accordance with the procedure required for

the issuance of a new charter, and proof that

the new company has surplus as regards

policyholders of not less than the surplus as

regards policyholders of the mutual life

insurance company involved in such merger or

consolidation having the largest surplus.

Revisor's Note

(1)  Section 5(b), V.T.I.C. Article



11.20, refers to the execution and delivery

of a certificate of merger.  Throughout this

subchapter, the revised law substitutes

"issue" for "execute and deliver" to provide

for consistent use of terminology throughout

the Insurance Code.

(2)  Section 5(b), V.T.I.C. Article

11.20, refers to the issuance of a "charter

and license."  The revised law substitutes

"certificate of authority" for "license"

because "certificate of authority" is the

term used throughout this code in relation to

an entity's authority to engage in business.

Revised Law

Sec. 882.560.  EFFECTIVE DATE OF MERGER OR CONSOLIDATION. A

merger or consolidation takes effect on the later of:

(1)  the date of issuance of the certificate of merger

or consolidation; or

(2)  a date specified in the plan of merger or

consolidation. (V.T.I.C. Art. 11.20, Sec. 6.)

Source Law

Sec. 6. Upon the issuance by the

Commissioner of a Certificate of Merger or

Consolidation, as the case may be, the merger

or consolidation referred to in such

certificate shall thereupon be deemed

effective unless some subsequent date be

specifically stated as the effective date

thereof in the plan therefor.

Revised Law

Sec. 882.561.  ASSUMPTION OF OUTSTANDING INSURANCE POLICIES.

(a)  On the effective date of a merger or consolidation under

this subchapter, a new or surviving life insurance company

resulting from the merger or consolidation assumes each insurance

policy outstanding against each company that merges or

consolidates on the same terms and under the same conditions as

if the policy had continued in force through the original

company.

(b)  The new or surviving insurance company shall implement

the terms of the policy.

(c)  The new or surviving insurance company is entitled to:

(1)  all rights and privileges under the policy; and

(2)  all reserves and surplus that accumulated on the

policy before the merger or consolidation.

(d)  A policyholder of a mutual life insurance company that

is a party to a merger or consolidation resulting in a new or



surviving stock life insurance company is not entitled to any

voting rights in the new or surviving company. (V.T.I.C.

Art. 11.20, Sec. 7 (part).)

Source Law

Sec. 7. As of the time that such merger

or consolidation is deemed effective:

(1)  All policies of insurance

outstanding against any company so merged or

consolidated shall be deemed to be assumed by

the new or surviving life insurance company

on the same terms and under the same

conditions as if such policies had continued

in force against the original issuer thereof

and the new or surviving company shall carry

out the terms of such policies and be

entitled to all the rights and privileges

thereof and the reserves and surplus

accumulating on such policy prior to such

merger or consolidation, with the exception

that policies in a mutual life insurance

company shall not be entitled to any voting

privileges or rights in a new or surviving

stock life insurance company, if that is the

circumstance.

. . .

Revised Law

Sec. 882.562.  ASSUMPTION OF LIABILITIES. On the effective

date of a merger or consolidation under this subchapter, a new or

surviving life insurance company resulting from the merger or

consolidation assumes all liabilities of the original companies. 

(V.T.I.C. Art. 11.20, Sec. 7 (part).)

Source Law

Sec. 7. As of the time that such merger

or consolidation is deemed effective:

. . .

(2)  . . . simultaneously therewith

the surviving or new life insurance company

shall be deemed to have assumed all of the

liabilities of the merged or consolidated

companies;

. . .

Revised Law

Sec. 882.563.  EFFECT OF MERGER OR CONSOLIDATION ON

PROPERTY. On the effective date of a merger or consolidation



under this subchapter, the property rights, including any right

of recovery, of each company that is a party to the merger or

consolidation are transferred to the new or surviving life

insurance company resulting from the merger or consolidation

without a deed or other transfer.  (V.T.I.C. Art. 11.20, Sec. 7

(part).)

Source Law

Sec. 7. As of the time that such merger

or consolidation is deemed effective:

. . .

(2)  All the rights, franchises and

interests of the companies so merged or

consolidated, in and to every species of

property, real, personal and mixed, and the

things in action thereunto belonging, shall

be deemed as transferred to and vested in the

surviving or new life insurance company,

without any other deed or transfer, and

. . . .

Revisor's Note

(1)  Section 7, V.T.I.C. Article 11.20,

refers to the "rights, franchises and

interests" of companies "in and to every

species of property, real, personal and

mixed."  The revised law omits "franchises"

and "interests" because in context the

meaning of each term is included in the

meaning of "rights."  The revised law also

omits "real, personal and mixed" because

under Section 311.005(4), Government Code

(Code Construction Act), applicable to the

revised law, the term "property" includes

real and personal property.

(2)  Section 7, V.T.I.C. Article 11.20,

refers to "things in action" in relation to

property rights.  The revised law substitutes

"right of recovery" for "things in action"

because the phrases are synonymous in context

and the former is more modern and more

commonly used.

Revised Law

Sec. 882.564.  EFFECT OF MERGER OR CONSOLIDATION ON CERTAIN

INVESTMENTS. (a)  This section applies to each investment of an

affected life insurance company, including an investment in real

property, that:

(1)  was authorized as a proper asset, as of the date



on which the investment was made and under the laws of the state

in which the company was organized, for investment of funds of a

life insurance company; and

(2)  is taken over by the new or surviving company

under the terms of the merger or consolidation.

(b)  On the effective date of a merger or consolidation of

two or more life insurance companies under this subchapter, an

investment of the affected companies described by Subsection (a) 

is a proper asset under the laws of this state of the new or

surviving company if the investment is:

(1)  approved by the commissioner; and

(2)  taken over on terms satisfactory to the

commissioner.

(c)  A new or surviving company that acquires, under the

terms of the merger or consolidation, real property that exceeds

the amount of real property permitted by the applicable sections

of this code relating to owning or holding real property shall

sell or dispose of the excess real property:

(1)  within the period specified by those sections; or

(2)  within a longer period if the company obtains a

certificate from the commissioner:

(A)  stating that the interests of the company

will materially suffer by the forced sale or other disposition of

the real property; and

(B)  specifying the longer period for the sale or

other disposition of the real property.

(d)  This section does not preclude the designation and use

of the excess real property as branch offices of the company in

accordance with this code.  (V.T.I.C. Art. 11.20, Sec. 7 (part).)

Source Law

Sec. 7. As of the time that such merger

or consolidation is deemed effective:

. . .

(3)  All investments of each life

insurance company which was a party to such

merger or consolidation that were authorized

when made by the laws of the state in which

such life insurance company was organized, as

proper securities or assets, including real

property, for investment of the funds of such

life insurance company and which investments

are taken over by the surviving or new

company by virtue of such merger or

consolidation under the provisions of this

Article, shall be, under the laws of this

state, considered as valid securities or

assets, including real property, of such new



or surviving company, provided such

investments are approved by the Commissioner

of Insurance in this state, and the same are

taken over on terms satisfactory to said

Commissioner;  provided, however, that in the

event the new or surviving company acquires

by virtue of such merger or consolidation

real estate or property beyond or in excess

of that permitted by the applicable Articles

pertaining to owning or holding real estate,

such company shall sell or dispose of all

such excess real estate within the time

specified in such applicable Articles unless

it shall procure a certificate from said

Commissioner that the interest of such

company will materially suffer from the

forced sale or disposition thereof, in which

event the time for the sale or disposition

thereof may be extended to such time as the

Commissioner of Insurance shall direct in

such certificate.  Provided further, that

this Section will not preclude the

designation and use of such acquired excess

real estate as branch offices in accordance

with the applicable provisions of this Code.

. . .

Revisor's Note

Section 7, V.T.I.C. Article 11.20,

refers to "securities or assets" of a life

insurance company.  The revised law omits

"securities" because in context its meaning

is included in the meaning of "assets."

Revised Law

Sec. 882.565.  EFFECT OF MERGER OR CONSOLIDATION ON

DIVISIBLE SURPLUS. (a)  This section applies only to a mutual

life insurance company that is a new company or the surviving

company resulting from a merger or consolidation under this

subchapter.

(b)  If the divisible surplus of each domestic mutual life

insurance company that is a party to a merger or consolidation

under this subchapter was available for allocation to

policyholders as provided by Subchapter H immediately before the

effective date of the merger or consolidation, the divisible

surplus remains available to the policyholders of the new or

surviving mutual life insurance company resulting from the merger

or consolidation as provided by Subchapter H. (V.T.I.C.

Art. 11.20, Sec. 7 (part).)



Source Law

Sec. 7. As of the time that such merger

or consolidation is deemed effective:

. . .

(4)  In those cases where the

surviving or new company following a merger

or consolidation is a mutual life insurance

company, the divisible surplus of each

domestic mutual life insurance company which

is a party to such merger or consolidation

which was available for apportionment to

policyholders in accordance with the

provisions of Article 11.12 of this Chapter

of this Code immediately prior to the

effectiveness of such merger or consolidation

shall continue to be available to the

policyholders of the surviving or new mutual

life insurance company in accordance with the

provisions of such Article.

Revised Law

Sec. 882.566.  EFFECT ON ANTITRUST LAWS. This subchapter

does not affect in any manner the antitrust laws of this state.

(V.T.I.C. Art. 11.20, Sec. 8.)

Source Law

Sec. 8. Nothing herein shall be

construed as affecting, modifying, amending,

or repealing in any manner the Anti-Trust

Statutes of this state.

Revisor's Note

Section 8, V.T.I.C. Article 11.20,

states that the article may not be "construed

as affecting, modifying, amending, or

repealing" Texas antitrust laws.  The revised

law omits "modifying," "amending," and

"repealing" because the meaning of each of

those terms is included in the meaning of

"affecting."

[Sections 882.567-882.600 reserved for expansion]

SUBCHAPTER M.  CONVERSION OF MUTUAL LIFE INSURANCE COMPANY

TO STOCK LEGAL RESERVE LIFE INSURANCE COMPANY

Revised Law

Sec. 882.601.  AUTHORITY TO CONVERT TO STOCK LEGAL RESERVE

LIFE INSURANCE COMPANY; POLICYHOLDER AUTHORIZATION REQUIRED. A

mutual life insurance company organized under this chapter may



convert to a stock legal reserve life insurance company as

provided by this subchapter only if the conversion is approved by

the policyholders by a vote of at least two-thirds of the votes

cast by the policyholders in person or by proxy at a meeting

called for that purpose.  (V.T.I.C. Art. 11.01, Sec. 2(c)

(part).)

Source Law

(c)  Any mutual life insurance company

organized or operating under the provisions

of Chapter 11 of this Code may convert into a

stock legal reserve life insurance company

subject to the following conditions:

. . .

2.  Such conversion shall only be

made upon receiving the affirmative vote of

at least two-thirds (2/3) of the votes cast

in person or by proxy by the policy holders

of such company at a meeting called for such

purpose. . . .

Revised Law

Sec. 882.602.  AMENDMENT TO CHARTER OR ARTICLES OF

INCORPORATION REQUIRED. If the policyholders of a mutual life

insurance company authorize a conversion under Section 882.601,

the board of directors and officers of the company shall amend

the company's charter or articles of incorporation to comply with

the requirements applicable to a stock legal reserve life

insurance company under Chapter 841.  (V.T.I.C. Art. 11.01, Sec.

2(c) (part).)

Source Law

(c)  . . . 

2.  . . .  Pursuant to such policy

holder authorization, the Board of Directors

and officers of such mutual legal reserve

life insurance company shall amend its

existing charter or articles of incorporation

so as to comply with the requirements of

Article 3.02 of this Code, as

amended; . . . .

Revisor's Note

Section 2(c), V.T.I.C. Article 11.01,

provides that on policyholder authorization

for a conversion to a stock legal reserve

life insurance company, the charter or

articles of incorporation of a mutual life



insurance company must be amended to satisfy

the requirements of V.T.I.C. Article 3.02. 

Article 3.02, revised as part of Chapter 841,

establishes some of the requirements

applicable to a stock legal reserve life

insurance company.  Under the portion of

Section 2(c) revised as Section 882.606, the

converted company is generally subject to the

same provisions as a company organized under

Chapter 841.  The revised law is drafted

accordingly.

Revised Law

Sec. 882.603.  CAPITAL AND SURPLUS REQUIREMENTS. (a)  The

capital and surplus of the converted stock legal reserve life

insurance company must be at least equal to the minimum capital

and surplus required for the organization of a stock legal

reserve life insurance company under Chapter 841.

(b)  If a contribution of United States currency is

necessary to meet the capital and surplus requirements of this

section, the contribution must be made before the effective date

of the conversion.  (V.T.I.C. Art. 11.01, Sec. 2(c) (part).)

Source Law

(c)  . . . 

1.  The capital and surplus of such

converted stock legal reserve life insurance

company shall be not less than the minimum

capital and surplus required for the

organization of a stock legal reserve life

insurance company under the provisions of

Chapter 3 of this Code, as amended, and if

necessary in order to meet such minimum

capital and surplus requirements,

contributions of cash of the United States

shall be made prior to the effective date of

such conversion.

. . .

Revisor's Note

Section 2(c), V.T.I.C. Article 11.01,

refers to Chapter 3 of the Insurance Code. 

The pertinent portions of Chapter 3, relating

to the minimum capital and surplus required

for stock legal reserve life insurance

companies, are revised in Chapter 841.  The

revised law is drafted accordingly.

Revised Law

Sec. 882.604.  HEARING. (a)  After public notice, the



commissioner shall hold a hearing on a conversion authorized

under Section 882.601.

(b)  Any policyholder of the mutual life insurance company

that is the subject of the conversion is entitled to appear and

be heard at the hearing. (V.T.I.C. Art. 11.01, Sec. 2(c) (part).)

Source Law

(c)  . . . 

3.  . . .  following public notice

and hearing at which any policy holder shall

have the right to appear and be

heard, . . . .

Revised Law

Sec. 882.605.  CONVERSION ON COMMISSIONER APPROVAL. A mutual

life insurance company is converted to a stock legal reserve life

insurance company if:

(1)  the company complies with this subchapter; and

(2)  after hearing, the conversion is approved by the

commissioner. (V.T.I.C. Art. 11.01, Sec. 2(c) (part).)

Source Law

(c)  . . . 

3.  Upon compliance with the

provisions hereof and approval of the

proposed conversion by the Commissioner of

Insurance, . . . such mutual life insurance

company shall be and become a legal reserve

stock life insurance company;

. . .

Revised Law

Sec. 882.606.  APPLICABLE LAW AFTER CONVERSION. After a

mutual life insurance company is converted to a stock legal

reserve life insurance company, the converted company is governed

in the same manner as a company organized under Chapter 841. 

(V.T.I.C. Art. 11.01, Sec. 2(c) (part).)

Source Law

(c)  . . . 

4.  From and after the date of such

conversion such stock legal reserve life

insurance company shall be governed by the

provisions of Chapter 3 of this Code, as

amended, except as otherwise herein provided.

Revisor's Note

Section 2(c), V.T.I.C. Article 11.01,



states that a mutual life insurance company

that converts to a stock legal reserve life

insurance company is governed by V.T.I.C.

Chapter 3 "except as otherwise herein

provided."  To accurately reflect the intent

of the legislature, the revised law refers to

the law governing a company organized under

Chapter 841.  Chapter 841 revises the

provisions of Chapter 3 relating to the

organization of a stock legal reserve life

insurance company.  The revised law also

omits the quoted language as unnecessary

because the law revised as this chapter does

not provide for any exceptions.

Revised Law

Sec. 882.607.  OTHER TYPES OF CONVERSION NOT PROHIBITED.

This subchapter does not prohibit a mutual life insurance company

from converting to a stock legal reserve life insurance company

by:

(1)  merger or consolidation;

(2)  a total direct or assumption reinsurance

agreement; or

(3)  any other plan or procedure approved by the

company's policyholders and the commissioner. (V.T.I.C.

Art. 11.01, Sec. 2(c) (part).)

Source Law

(c)  . . . 

2.  . . .  provided that nothing

contained herein shall be deemed to prohibit

such company from converting to a stock legal

reserve life insurance company by merger or

consolidation, by a total direct or

assumption reinsurance agreement or by such

other plan or procedure as may be approved by

the policy holders and the Commissioner of

Insurance;

. . .

[Sections 882.608-882.650 reserved for expansion]

SUBCHAPTER N.  CONVERSION OF CERTAIN MUTUAL ASSESSMENT

COMPANIES OR ASSOCIATIONS TO MUTUAL LIFE INSURANCE COMPANIES

Revised Law

Sec. 882.651.  AUTHORITY TO CONVERT. A mutual assessment

company or association organized and operating under the laws of

this state on May 17, 1943, may convert to a mutual life

insurance company as provided by this subchapter.  (V.T.I.C.



Art. 11.10, Sec. 1 (part).)

Source Law

Sec. 1. . . .  mutual assessment

companies and associations organized and

operating under the laws of this State on May

17, 1943 which desire to convert to a mutual

legal reserve company, and . . . .

Revisor's Note

Section 1, V.T.I.C. Article 11.10,

refers to the conversion of a mutual

assessment company that complies with the

requirements of V.T.I.C. Chapter 11, revised

as this chapter, to a "mutual legal reserve

company."  V.T.I.C. Chapter 11 governs mutual

life insurance companies.  Throughout this

subchapter, the revised law substitutes

"mutual life insurance company" for "mutual

legal reserve company" to provide for

consistent use of terminology throughout this

chapter.

Revised Law

Sec. 882.652.  VOLUNTARY CONVERSION. The department may not

require a mutual assessment company or association to convert to

a mutual life insurance company under this subchapter. (V.T.I.C.

Art. 11.10, Sec. 2 (part).)

Source Law

Sec. 2. Nothing in this article or in

the provisions of this chapter or Chapter 3

of this Code shall ever be construed to mean

that any of the associations or similar

concerns, by whatsoever name or class

designated, whether specifically named herein

or not, shall be required by the State Board

of Insurance to convert to mutual legal

reserve companies as herein authorized unless

they voluntarily decide to do so; and . . . .

Revisor's Note

Section 2, V.T.I.C. Article 11.10,

states that the article does not apply to a

mutual assessment company or association

unless the company or association voluntarily

decides to convert to a mutual life insurance

company.  The revised law omits this

statement as unnecessary because it is clear



from Section 1, V.T.I.C. Article 11.10,

revised in relevant part as Section 882.651,

that conversion to a mutual life insurance

company under this subchapter is voluntary

and that this subchapter applies only to a

company or association that decides to

convert to a mutual life insurance company. 

The omitted law reads:

Sec. 2. . . . if such associations have

not heretofore voluntarily decided to come

under this chapter, and if such associations

do not hereafter so voluntarily decide to

come under this chapter, then this chapter

shall not in any way apply to any such

associations.

Revised Law

Sec. 882.653.  CONVERSION REQUIREMENTS. Except as provided

by Section 882.654, a mutual assessment company or association

may convert to a mutual life insurance company only if the

company or association:

(1)  possesses an unencumbered surplus of at least $1.4

million; and

(2)  complies with the requirements of this chapter,

including the requirements that the company or association

execute articles of incorporation and obtain a charter and a

certificate of authority. (V.T.I.C. Art. 11.10, Sec. 1 (part).)

Source Law

Sec. 1. Except as provided by Section 3

of this article, [mutual assessment companies

and associations . . . which desire to

convert to a mutual legal reserve company,

and] qualify under Chapter 11 of the

Insurance Code, shall be required at the time

of conversion to be possessed of free surplus

of not less than One Million Four Hundred

Thousand ($1,400,000.00) Dollars.  In order

to convert, such company shall comply with

the provisions of Articles 11.01 and 11.02 of

the Insurance Code, as amended, and . . . .

Revisor's Note

Section 1, V.T.I.C. Article 11.10,

states that a company or association must

"comply with the provisions of Articles 11.01

and 11.02" of the Insurance Code.  For the

convenience of the reader, the revised law



specifically states the applicable

requirements in those articles, which are the

requirements that the company or association

execute articles of incorporation and obtain

a charter and a certificate of authority.

Revised Law

Sec. 882.654.  EXEMPTION FROM SURPLUS REQUIREMENTS. (a)  A

mutual assessment company or association is exempt from the

surplus requirements of Section 882.653 if the company or

association:

(1)  possesses an unencumbered surplus of at least

$200,000; and

(2)  converted to a mutual life insurance company

before September 1, 1999.

(b)  A mutual assessment company or association that is

exempt under Subsection (a) and that was converted on or after

September 1, 1989, shall immediately increase its surplus to an

amount that satisfies Section 882.653 on:

(1)  a change of control of at least 50 percent of the

voting securities of the converted company or association; or

(2)  if the converted company or association or the

holding company that controls the converted company or

association, if any, is not controlled by voting securities, a

change of at least 50 percent of the ownership of the converted

company or association or its holding company.

(c)  For purposes of Subsection (b), a transfer of ownership

because of death, regardless of whether the decedent died testate

or intestate, is not considered a change of control of a

converted mutual assessment company or association or its holding

company, if ownership is transferred only to one or more

individuals, each of whom would have been an heir of the decedent

if the decedent had died intestate. (V.T.I.C. Art. 11.10, Sec.

3.)

Source Law

Sec. 3. (a)  The requirement under

Section 1 of this article that a mutual

assessment company or association have a

surplus of at least One Million Four Hundred

Thousand ($1,400,000.00) Dollars does not

apply to a mutual assessment company or

association that converts to a Chapter 11

company if:

(1)  the mutual assessment company

or association shall be possessed of free and

unencumbered surplus of at least Two Hundred

Thousand ($200,000.00) Dollars; and

(2)  the conversion takes effect



before September 1, 1999.

(b)  A mutual assessment company or

association that is converted on or after

September 1, 1989, and that has less than One

Million Four Hundred Thousand ($1,400,000.00)

Dollars surplus may continue to transact the

kind or kinds of insurance business for which

it has been issued a Texas certificate of

authority.  However, a mutual assessment

company or association that is converted on

or after September 1, 1989, must increase its

surplus to at least One Million Four Hundred

Thousand ($1,400,000.00) Dollars immediately

after any change of control of the converted

mutual assessment company or association or

any holding company controlling the converted

mutual assessment company or association if,

after August 31, 1989:

(1)  there is a change of control

of at least 50 percent of the voting

securities of the converted company or

association; or

(2)  if the converted mutual

assessment company or association or holding

company is not controlled by voting

securities, there is a change of at least 50

percent of the ownership of the converted

mutual assessment company or association or

holding company.

(c)  For the purpose of Subsection (b)

of this section, a transfer of ownership that

occurs because of death, irrespective of

whether the decedent died testate or

intestate, may not be considered a change of

control of a converted mutual assessment

company or association or change of control

of a holding company, if ownership is

transferred solely to one or more natural

persons, each of whom would be an heir of the

decedent if the decedent had died intestate.

Revisor's Note

Section 3(b), V.T.I.C. Article 11.10,

provides that a mutual assessment company

that converts to a mutual life insurance

company "may continue to transact the kind or

kinds of insurance business for which it has

been issued a Texas certificate of



authority."  The revised law omits the quoted

language because the company's certificate of

authority is unchanged by the conversion and

permits the company to transact only those

kinds of business.

Revised Law

Sec. 882.655.  APPLICABLE LAW AFTER CONVERSION. After a

mutual assessment company or association is converted to a mutual

life insurance company, the converted company is governed by this

chapter.  (V.T.I.C. Art. 11.02, Sec. 2 (part); Art. 11.10, Sec. 1

(part).)

Source Law

[Art. 11.02] 

Sec. 2.  . . . [the company . . . is

possessed of a free surplus of not less than

Two Hundred Thousand ($200,000.00) Dollars

and that such surplus is in the custody of

the officers either in cash or classes of

investments as provided in Paragraph 5 of

Article 11.01 of this Code] . . . .  The

foregoing requirement as to free surplus

shall apply to mutual assessment companies or

associations which may convert to mutual

legal reserve companies under the provisions

of Article 11.10 of the Insurance Code as

amended. . . .

[Art. 11.10]

Sec. 1.  . . .  upon such conversion

shall be subject to all of the provisions of

Chapter 11 of this Code.

[Sections 882.656-882.700 reserved for expansion]

SUBCHAPTER O.  ENFORCEMENT PROVISIONS

Revised Law

Sec. 882.701.  APPLICABILITY OF SUBCHAPTER. This subchapter

does not apply to a mutual life insurance company organized under

this chapter that has a surplus of at least the minimum amount of

capital and surplus required of a capital stock company under

Sections 841.054, 841.204, 841.205, 841.301, and 841.302.  (New.)

Revisor's Note

Section 882.701 is added to the revised

law to clarify the applicability of this

subchapter.  See Revisor's Note (3) to

Section 882.001.



Revised Law

Sec. 882.702.  INVESTMENT AND DEPOSIT OF FUNDS; CRIMINAL

PENALTY. (a)  A person commits an offense if the person is an

officer or director of a mutual life insurance company and the

person knowingly or wilfully violates or assents to the violation

of Section 882.252.

(b)  An offense under this section is punishable by

imprisonment in the institutional division of the Texas

Department of Criminal Justice for a term of not more than five

years or less than one year.  (V.T.I.C. Art. 11.18-1 (part).)

Source Law

Art. 11.18-1. [Mutual life insurance

companies shall invest their funds in

accordance with the provisions of the

statutes concerning investments of life

insurance companies in this State; all moneys

of mutual life companies, coming into the

hands of any officer or officers thereof,

when not invested as prescribed by said laws,

shall be deposited in the name of such

company or companies in some bank or banks

which are subject to either State or national

regulation and supervision, and which have

been approved by the Commissioner of

Insurance as depositories therefor.]  Any

officer or director of any such company who

shall knowingly and wilfully violate or

assent to the violation of the provisions of

this article shall be imprisoned in the

penitentiary not less than one nor more than

five years.

Revised Law

Sec. 882.703.  POLICY FORM; REVOCATION OF CERTIFICATE. The

department shall revoke the certificate of authority of a mutual

life insurance company that issues a policy on a form that has

not been approved by the department as required by Section

882.453. (V.T.I.C. Art. 11.13 (part).)

Source Law

Art. 11.13.  . . . [the form of all

policies issued by any such company shall be

approved by the Board of Insurance

Commissioners] . . . the Board shall revoke

the certificate of authority of any such

company which shall issue any policy except

upon such form so approved. . . .



Revisor's Note

(End of Chapter)

V.T.I.C. Article 11.13 provides that

"[m]utual life insurance companies are

authorized to transact business throughout

this State and in other states to which they

may be admitted."  The revised law omits the

quoted language as unnecessary because a

company's certificate of authority issued by

the Texas Department of Insurance provides

sufficient authority for the company to

engage in the business of insurance in this

state.  Similarly, an authorization from

another state provides sufficient authority

in that state.  The omitted law reads:

Art. 11.13.  Mutual life insurance

companies are authorized to transact business

throughout this State and in other states to

which they may be admitted; . . . .

CHAPTER 883.  MUTUAL INSURANCE COMPANIES OTHER THAN

MUTUAL LIFE INSURANCE COMPANIES

SUBCHAPTER A.  GENERAL PROVISIONS

Sec. 883.001.  DEFINITIONS   732

Sec. 883.002.  APPLICABILITY OF CERTAIN GENERAL LAWS   732

Sec. 883.003.  APPLICABILITY OF TEXAS NON-PROFIT

                 CORPORATION ACT   733

[Sections 883.004-883.050 reserved for expansion]

SUBCHAPTER B.  FORMATION, STRUCTURE, AND MANAGEMENT

OF COMPANY

Sec. 883.051.  FORMATION OF COMPANY   735

Sec. 883.052.  ARTICLES OF INCORPORATION   736

Sec. 883.053.  COMPANY'S NAME   737

Sec. 883.054.  LOCATION OF PRINCIPAL OR HOME OFFICE   737

Sec. 883.055.  BEGINNING OF CORPORATE EXISTENCE   737

Sec. 883.056.  BOARD OF DIRECTORS   737

Sec. 883.057.  MEMBERSHIP OF PUBLIC OR PRIVATE ENTITIES IN

                 COMPANY AUTHORIZED   738

Sec. 883.058.  MEMBERSHIP VOTES   739

[Sections 883.059-883.100 reserved for expansion]

SUBCHAPTER C.  AUTHORITY TO ENGAGE IN BUSINESS IN THIS STATE

Sec. 883.101.  MUTUAL INSURANCE BUSINESS   740

Sec. 883.102.  CHARTER AND CERTIFICATE OF AUTHORITY

                 REQUIRED   740

Sec. 883.103.  AUTHORIZATION OF FOREIGN MUTUAL INSURANCE

                 COMPANY TO ENGAGE IN BUSINESS   742

[Sections 883.104-883.150 reserved for expansion]


